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PREFACE 


Although common sense would suggest relationships are an inherent and 
vital aspect of any human social activity, the actual effectiveness of relation- 
ship management (RM) as a business model seems to be very individual- 
and case-specific. This observation is reflected in the extraordinary richness 
of relationship-oriented research (Payne and Frow 2017; Zineldin and 
Philipson 2007). Moreover, the number of one-shot studies and the 
semantic voluntarism of conceptual models is well beyond the capacity to 
test and establish them, which makes vast parts of the research on RM 
‘practically phenomenological’ (Niemczyk 2015; Ward and Webster 
1991). Such a state of affairs echoes a general problem of insufficient pro- 
grammatic research in management science (Reid et al. 2004) and the 
increase in the theory-practice gap (Bratnicka-Myśliwiec et al. 2018). 
However, instead of classifying RM research as irrevocably highly context- 
sensitive, in this book I intend to take a nometic course and follow the 
promising logic of theory simplification, completion and bridging 
(Strużyna 2015). 

The way to achieve this and simultaneously to close a fundamental gap 
in the contemporary body of research is to define what characterizes the 
state of achieving maturity in RM (Lichtarski 2015). More precisely, there 
is a need to determine the activities and approaches of truly RM-oriented 
(RM-mature) companies (Mumuni and O'Reilly 2014), that is, the com- 
panies who are capable of implementing RM processes to a higher degree 
than others (Reinartz et al. 2004). However, the superficial and/or frag- 
mented understanding of the RM business model makes it hard to sepa- 
rate these firms from those that declare relationships as their priority but in 
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fact prefer transactional short-termism. Consequently, studying the cor- 
relation between the RM business model and firm competitive advantage 
is impaired. This systemic problem also has a methodological dimension, 
which is about founding research more on firm declarative attitudes 
towards relationships in general and/or on temporary proficiency in par- 
ticular relational tactics than on a concrete and coherent set of dedicated 
decisions that validate a long-term and value-oriented reciprocal 
cooperation. 

Meanwhile, another way to achieve more clarity in RM research is 
by developing a simple and workable mid-range theory (Brodie 2017; 
Gummesson 2017; Guo et al. 2017). This theory level offers much 
more potential for generalization than idiosyncratic micro-theories 
and is intermediate to grand theories, which themselves are too 
remote to account for what is observed (Merton 1968). Nonetheless, 
there are doubts as to whether it is possible to merge all relational 
research streams (including business networks, channel relationships, 
customer relationship marketing, interactive marketing and services 
marketing) into one actionable theory (Móller and Halinen 2000; 
Moller 2013). However, a successful conceptualization of RM matu- 
rity could possibly facilitate this process and contribute to closing 
another research gap. 

With the intention to explore this synergistic potential, the first objec- 
tive of this book is to refine the understanding of the RM business model 
by conceptualizing and testing the notion of RM maturity and to verify if 
RM-mature firms possess the ability to achieve sustainable competitive 
advantage over their transaction-oriented rivals. The second related objec- 
tive is to use the theoretical and empirical insights gained in the process of 
developing this new concept to propose a robust framework for an RM 
mid-range theory. 

Owing to the adopted logic it is premature to propose any set of 
detailed hypotheses before the conceptualization of RM maturity is 
accomplished. It would have to take the form of listing dozens of tactical 
positivistic propositions or their allocation to several unobservable con- 
structs arbitrarily perceived as being relevantly linked. Therefore, in this 
book only one twin theory-methodic (Hltm) and empiric (Hle) — 
hypothesis is proposed: 
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Hltm: Delimitation of truly RM-oriented firms (RM-mature firms) 
from superficially relationship-oriented ones (which are actually 
transaction-oriented) is necessary to determine whether the RM 
business model is a source of sustainable competitive advantage. 


Hle: The RM business model is a source of sustainable competitive 
advantage for RM-mature firms only. 


In order to accomplish the set objectives and to verify the twin- 
hypotheses, this book is divided into five chapters and applies a hypothetico- 
deductive theory confirmation method (Doty and Glick 1994). This 
method serves as the underlying framework for the research design model 
(Fig. 1). 

Chapter 1 introduces the notion of competitive advantage in multiple 
research perspectives of the dominant strategic management schools and 
references the academic discourse on the fundamental issue of the locus of 
competitive advantage. 


STEP #1: Set the boundaries of the envisioned RM mid-range theory 

> define the domain of RM and the RM business model 

> propose and articulate the epistemic isolating mechanism for the RM mid-range theory 

> draft the position of RM mid-range theory in the system of theories of competitive advantage 
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STEP #2: Conceptualize RM maturity 

> define the notion of maturity 

> review the RM literature and discuss RM-related themes 
> propose preliminary RM maturity model 
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STEP #3: Empirically test preliminary RM model 

> set the methodology 

> carry out quantitative field research 

> apply machine learning techniques to propose and discuss the ultimate RM maturity model 
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STEP #4: Propose the underlying framework for RM mid-range theory 

> incorporate the notion of RM maturity into RM theory development 

> illustrate the applicability of RM business model with practical examples 
> formulate normative guidelines for RM business practice 


Fig. 1 Research design model 
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In Chap. 2 the domain of relationship management is discussed, includ- 
ing its socio-economic duality and the diversity of partly overlapping rela- 
tional constructs. Following this, the theoretical boundaries of the 
envisioned RM mid-range theory in a hypothetical system of theories for 
competitive advantage are drafted (step 1 of the research design model). 
In the course of this epistemological ideation process, an isolating mecha- 
nism is applied to delimit the research field of the new theory by focusing 
on fewer but universally observable organizational phenomena. This pro- 
cedure reflects the author’s preference for pragmatism as the guiding epis- 
temic virtue (Ketokivi and Mantere 2010) and helps in maintaining high 
generalizability of a theory without losing its workability, since isolation, 
as opposed to straight abstraction, does not significantly distort the 
observed phenomena, but extracts them intact from more variable envi- 
ronments (Miki 2006). 

Chapter 3 presents the consequent steps of the conceptualization of 
RM maturity within a systematic literature review procedure (step 2 of the 
research design model). Its product is a flexible preliminary model with a 
wide palette of options (RM activities and approaches) incorporated from 
all streams of RM-related literature, provided they fit into the broad defi- 
nitional basis of RM (Morgan and Hunt 1994). In particular, a discussion 
on 12 RM-related themes grouped into 3 dimensions is given, as well as a 
separate theory-integrative discourse on RM and Service-Dominant Logic 
as permeable paradigms (Gummesson and Mele 2010). 

The preliminary deductively elaborated RM maturity model is opera- 
tionalized into a 40-question-strong research tool in Chap. 4. Then, the 
methodology of the quantitative research is described. The empirical test 
is designed to assess both proficiency in RM and firm sustainable competi- 
tive advantage. It encompasses the self-reporting of business respondents 
based on telephone interviewing and machine learning analytical tech- 
niques, which aim to identify a ‘basket’ of critical RM activities and 
approaches constituting the notion of RM maturity, as described in step 3 
of the research design model. It assumes that only a fraction of these will 
be found highly relevant, however, without any harm to the final model of 
RM maturity, which is presented and discussed in the concluding section 
of the chapter. Thus, the twin-hypotheses will be verified, and the first 
main goal of this book will be achieved. 

In the last chapter, Chap. 5, according to step 4 of the research design, 
the deductive and inductive arguments resulting from the previous discus- 
sions are brought together and synthetized into an underlying framework 
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for the RM mid-range theory of higher order. In particular, the newly 
empirically tested concept of RM maturity is incorporated into the norma- 
tive discourse of theory development, thus contributing to the accom- 
plishment of the second main goal of this book. In addition, the chapter 
presents empirical examples showing diverse challenges in managing rela- 
tionships elaborated from direct interviews with interlocutors from eight 
different companies. They serve as a supplementary qualitative method 
illustrating different facets of RM ‘in motion’. In addition to the five chap- 
ters, the book encompasses this Preface and the Final Note. 


Poznań, Poland Bartosz Deszczyński 
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CHAPTER 1 


Research on the Competitive Advantage 
of the Firm 


1.1 DOMINATING SCHOOLS OF STRATEGIC MANAGEMENT 


The shortest definition of a good strategy can be boiled down to ‘passion 
and discipline’ (Obłój 2013). Passion means to retain an entrepreneurial 
spirit (eagerness for progress, flexibility, courage and optimism) — how- 
ever old and extensive an organization may be. Discipline means to build 
a professional method for interpretation of the signals from the inside and 
outside of an organization and to retain a coherent logic of decision mak- 
ing. No less passionate and disciplined should be the work of researchers 
on strategic management, who—just like the business practitioners—try to 
find out how to create and run a perfect company. The answers they pro- 
pose add to a highly diversified body of knowledge, which is often criti- 
cized for being too broad, unstructured and lacking identity (Lichtarski 
2015; Sobczyk 2010; Trocki 2005). Still, given the applicable character of 
strategic management and management science in general, a wide range of 
proposals makes it more likely for business practitioners to find inspiration 
in a theory relating to a particular situation of a given company and its 
market environment (Krupski 2009a; Romanowska 2018). 

The richness of ideas and concepts in strategic management does not 
mean they are all totally random. On the contrary, there are several streams 
of research (often called schools), which each integrate a distinctive way of 
thinking about the firm in the context of its strategy (Czakon 2014). This 
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means that they try to provide a synoptic picture of the following areas of 
corporate activities (Obłój 1998, pp. 34—35): 


mission; 

business domain; 
competitive advantage; 
strategic goals; 
functional programmes. 


Although these five build a consistent system of interdependencies, in 
this book the focus is on the origins of competitive advantage understood 
as the (relatively) stable generation of economic rents by the company 
(Czakon 2005). Strategic management is in essence the theory of corporate 
effectiveness (Obłój 2019), and the question of how firms achieve and 
sustain competitive advantage lies at the heart of its research agenda 
(Rumelt et al. 1995). Moreover, it seems the problem of competitive 
advantage is the only field that offers a chance to formulate possibly 
universal directives at the intersection of business practice and theory 
building. It is also the analysis of competitive advantage that initiates the 
creation of a business model, which transforms an abstract image of a 
company into its real operations (Banaszyk 2014; Obłój 2002). Hence, at 
least in terms of management science, the theory of competitive advantage 
has the potential to remain simultaneously actionable and generalizable. 

The other four elements of strategy formulation described by Obłój 
(1998) need more specific studies in the context of a particular company 
or a group of companies, taking into account their size, structures, network 
embeddedness, industries or technologies. And thus, corporate mission 
describes the identity of an organization. Business domain answers the 
questions ‘how’, ‘where’ and ‘when’ a company should enter or leave a 
particular market. Strategic goals roughly reflect a company’s response to 
a SWOT analysis. Functional programmes operationalize particular 
business activities (Krupski 2009b). Although useful, such studies largely 
deal with positivist or phenomenological descriptions, which are usually 
too idiosyncratic in nature to enable inductive enumeration and normative 
inference. As the normative significance of a theory depends on the fit 
between its assumptions and reality, the applicability of such models is 
most likely restricted to a small subgroup of firms whose characteristics fit 
the model’s assumptions (Porter 1991). 
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There have been numerous attempts to organize the body of knowl- 
edge on the theory of the firm, including strategic management as an 
associated theory. They are only partly compatible, because of their back- 
ground, analytical cross-section, attention to detail and the passage of time 
(Zimniewicz 2014). As this book concerns relationship management 
underpinned by resource-based and dynamic capabilities theories, a 
comprehensive review of all possible classifications is not intended. 
However, some examples are chosen to gradually build a theoretical 
context of the envisioned relationship management (RM) mid-range 
theory in the context of sustainable competitive advantage creation. 

K. Conner distinguishes six research streams in the theory of the firm: 
five of these take the whole industry as the unit of analysis and are 
embedded in economic science (Industrial Organization Economics— 
IOE); the sixth concentrates on the firm level (Resource Based View— 
RBV) and is explicitly embedded in management science. She briefly 
characterizes these schools as followings (1991, pp. 121-132): 


e neoclassical perfect competition theory: firms as combiners of inputs; 

e E. Mason and J. Bain’s structure-conduct-performance (SCP) 
school: firms as output restrainers; 

e J. Schumpeter’s entrepreneurial school: firms as seekers of new ways 
of competing; 

e Chicago school: firms as seekers of production and distribution 
efficiencies; 

e R. Coase and O. Williamson’s transaction cost economics: firms as 
avoiders of the cost of market exchange; 

e RBV: firms as seekers of costly-to-copy inputs for production and 
distribution. 


Conner’s analysis illustrates, inter alia, how subsequent theories were 
dealing with gradual restructuring and concentration in many American 
industries, linking the mechanism of company growth with an attempt to 
achieve abnormal profits thanks to monopolistic rents. What is important 
in the context of this book is that her classification illuminates the 
similarities (apart from key distinctive features) between all IOE schools 
and the RBV. For example, the RBV sees a company as an input combiner 
(neoclassical view), which can achieve abnormal profits (J. Bain’s view) 
thanks to new ways of competing based on innovations (J. Schumpeter’s 
view) and efficiencies in acquiring, combining and deploying resources 
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(Chicago school view). In turn, the specificity of resources constrains a 
company’s strategic options (R. Coase and O. Williamson’s view; Conner 
1991, pp. 132-133). Thus, although intra-organizational analysis is 
central to the RBV, its proponents do not place the company in a total 
vacuum. The bridges between the RBV and some of the IOE theories 
have become even more evident since the notion of dynamic capabilities 
has enriched the original concept (Teece et al. 1997). A Schumpeterian 
style of evolutionary competition by adopting and creating innovations 
instead of price competition over existing products, or structuring 
relationships and posting ‘performance bonds’ as a mechanism for 
safeguarding business agreements in transaction cost economics, serves as 
a good example (Klein and Leffler 1981; Schumpeter 2010 (1950); 
Williamson 1983). 

Reflecting on the strategy process formation, H. Mintzberg and 
J. Lampel initially proposed ten research streams in strategic management, 
which are given below with a brief description (Niemczyk 2009, pp. 13-14; 
Mintzberg and Lampel 1999, pp. 23-24): 


Design School: strategy as a project; 

Planning School: strategy as a long-term plan; 

Positioning School: strategy as taking positions towards competitors; 
Entrepreneurial School: strategy as a vision; 

Cognitive School: strategy making as a mental process; 

Learning School: strategy as an emergent incremental process; 
Power School: strategy making as a process of negotiations; 
Cultural School: strategy as a team process; 

Environmental School: strategy as a reaction to external situation; 
Configuration School: strategy as a transformation process. 


What these authors highlight are different base disciplines, which build 
the original perspectives and the inspiration for strategy making: inter alia, 
anthropology, biology, economics, military science, politic science and 
psychology. They also indicate that blending different theories is a more 
fruitful process than erecting borders between them. And therefore 
H. Mintzberg and J. Lampel, for example, see the resource- and dynamic 
capabilities-based approach as a blend of the Design, Learning and Culture 
schools, whereas the work of M. Porter and his followers connects the 
Positioning and Power schools (1999, p. 26). 

The highlighted theoretical intersections show that none of the theo- 
ries are entirely outdated or can prove their superiority in every market/ 
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industry/ company situation. In fact, a comprehensive grand theory of the 
firm or a grand theory of competitive advantage cannot be based on one 
single school of strategic management. In order to better illustrate how 
competitive advantage is created in a given market context (e.g. B2B ver- 
sus B2C, contractual versus non-contractual, quality-oriented market seg- 
ments versus price-oriented market segments), more specialized mid-range 
theories are needed. These mid-range theories will inherit some general 
assumptions from their parenting grand theory. There are three such 
underlying options, which deal with the locus of competitive advantage: 


e the locus of competitive advantage is external to the firm; 
e the locus of competitive advantage lies inside of the firm; 
e a hybrid approach. 


The following section explains the essence of the dispute between the two 
principal external/internal approaches. 


1.2 THE DISCOURSE ON THE Locus 
OF COMPETITIVE ADVANTAGE 


The notion of competitive advantage reveals a wide variety of approaches 
in measurement and application (Buckley et al. 1988). A general definition 
of competitiveness, “the above industry average manifested exploitation of 
market opportunities and neutralization of competitive threats” (Sigalas 
2013, p. 324), indicates that it is a relative phenomenon. In order to fully 
assess whether a company possesses a competitive advantage, it has to be 
compared to its rivals (Peteraf and Barney 2003). As, because of practical 
reasons, the verification of competitive advantage takes place predominately 
in the market, the notion of business performance and its (usually) financial 
measures arises. However, the potential to generate positive business 
results cannot, in the longer run, be detached from the individual situation 
of the firm. The resounding examples of Enron and more recently Lehman 
Brothers, who suddenly went bankrupt amid public scandal, remind us 
that competitive advantage is not only about today’s results, but also 
about their sustainability. 

Obviously, the sustainability of competitive advantage is not only 
endangered by speculative actions. For example, a company can successfully 
operate by applying functionally based marketing and by concentrating on 
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the acquisition of random customers. If the number of floating customers 
who are not emotionally bound to any brand, company or individual 
employee is high enough, this strategy will temporarily pay off. 
Simultaneously, the results of such firms are a function of generic tactical 
activities, which do not build any insurmountable gap for competitors 
who have financial capacities to launch an extensive market expansion 
strategy (Bass et al. 2004; Coyne 1986). In this respect, their competence 
in making a profit through servicing the market is not comparable in terms 
of sustainability to those companies who have built their advantage on 
more idiosyncratic hard-to-imitate factors (Bharadwaj et al. 1993; 
Mawdsley and Somaya 2018). In other words, sustainable competitive 
advantage is achieved when it rests upon factors that resist erosion by 
simple duplication or replacement and that are updated in a timely manner 
to reflect the pace of technological change, natural business cycles, 
environmental constraints and emerging business opportunities (Barney 
1986b; Bingham and Eisenhardt 2008). 

The issue of time is reflected in the differences between the IOE and 
the RBV, which can be synthetized as a pair of contradictory approaches: 
short-term strategizing (IOE) versus long-term economizing (RBV). 
Strategizing means that the company particularly deeply analyses the 
behaviour and relative positions of its rivals (Williamson 1991). Moreover, 
it involves deliberate actions to influence the industry structure, for 
example by acquiring its competitors and enhancing the economies of 
scale cost reduction effect, or by creating entry barriers like industry 
standards and irreversible commitments (Porter 1980; Shapiro 1989). 
The more favourable its position, the more likely it is that a company will 
try to maximize profits by consciously restricting its output and setting 
prices far above the marginal cost and thereby securing a monopolistic 
rent (Teece 1984). 

Economizing in the resource-based sense reflects the superiority of 
resources that the company possess. A familiar interpretation of 
D. Ricardo’s concept of rent indicates that some production factors 
(resources) are more effective than the rest, and their owners can generate 
rents either through lower costs or by catering to customers’ needs in a 
distinctively better way, or both (Montgomery and Wernerfelt 1988). The 
difference between monopolistic and Ricardian rents lies in the nature of 
limited supply. In a monopoly, supply is intentionally kept low to curb the 
price above equilibrium. The Ricardian rent is generated at maximum 
output because the uniqueness of the resources implies their limited 
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character. The elastic expansion of supply is almost impossible, however 
high the price would be (Peteraf 1993). 

A classic synthesis of the strategizing approach is represented in Porter’s 
first article published in Harvard Business Repiew (1979; repeatedly cited 
elsewhere). It asserts the following assumptions: 


e the environment determines the behaviour of a company; 

e a strategy is the act of aligning a company and its environment; 

e the success of a company (business unit) results from the rivalry in a 
particular industry; 

e there are three generic ways of achieving competitive advantage: cost 
leadership, differentiation and focus (a combination of one of these 
two with a narrow specialization within an industry or an 
isolated niche). 


In addition, Porter’s familiar five forces model and diamond model of 
international competitiveness, as well as dozens of other concepts (e.g. 
decision-making matrixes and methods of strategic analysis), have delivered 
an effective managerial toolbox that is useful in strategizing to achieve an 
above-average performance (compared to an industry level). This feature 
is clearly distinctive and explains why the Positioning School has enjoyed, 
and still does, so much resonance with researchers, business consultants 
and managers (Obłój 2007). 

However, there is another side to the coin. In his early work, Porter 
builds up his concepts on the SCP paradigm (Bain 1968). A crucial aspect 
of the SCP reasoning is that because ‘(S)tructure’ determined ‘(C)onduct’, 
which in turn determined ‘(P)erformance’, the mediating variable could 
be ignored, because the industry structure alone explained performance. 
Although in the updated version of SCP (with a reverse feedback effect 
added) Porter does not omit ‘conduct’, his interest focuses on fundamental 
structural parameters of an industry rather than on companies’ intrinsic 
choices, which (if rational) should fall in the schema of a five-forces-game 
(Porter 1981). 

Another issue is the examples of companies that Porter frequently uses, 
which suggest an ethnocentric American way of looking at the world or at 
least a triad-nations (USA, UE, Japan) dominated lens (Dunning 1993; 
Rugman and Cruz 1993): Microsoft and Intel showing how the superior 
bargaining power of a supplier influences the margins of PC assemblers; 
e-Bay explaining the demand side of economies of scale; and SAP having 
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an effective customer switching costs strategy (Porter 2008). These are 
giant companies that have nearly monopolized their industries, or at least 
occupy vast segments of respective markets. Again, this is a strong reference 
to the tradition of IOE research, where so-called oligopoly theory 
(studying competitive interactions in those markets where a few firms’ 
actions directly affect each other) has always been a prominent convention 
(Caves and Porter 1978; Chamberlin 1962; Phillips 1960). Under this 
premise, not only competitors but also suppliers and customers are 
perceived as rivals in rent appropriation, which simplifies the analysis but 
does not reflect the whole spectrum of business activities (Czakon 2005). 

Porter’s five-forces model is also usually criticized for being based on 
the assumption of perfect factor markets, which implies that firms’ 
resources are homogenous (Wang 2014). The RBV proponents argue that 
the position of market leaders could not be explained if the value they 
offer was entirely the result of factors obtained from external markets 
(Barney 2014). Interestingly, if one analyses Porter’s work without 
prejudice, multiple references can be found to firms” unique strengths as 
well. As he personally notes: “Simple observation clearly revealed that 
firms differed a great deal in performance even though they competed in 
the same industry. Therefore, while IO[E] is useful for determining the 
likely average profitability of an industry, in its traditional form it clearly is 
not very useful for sorting out the different performances of different 
companies” (Porter 1981, p. 612). 

In his dynamic theory of strategy framework (reproduced in Fig. 1.1), 
Porter does not exclude the idiosyncrasy of companies. On the contrary, 
he points out that what longitudinally impacts performance is the manage- 
rial choices that brought a company to a specific position (and determined 
initial conditions with reference to the starting point of analysis). Moreover, 
he indicates that there exists an interdependency loop between them and 
firm resources and ‘activities’. The latter are “basic units of competitive 
advantage”, which can also create other assets in the form of skills, organi- 
zational routines and knowledge (Porter 1991, p. 102). Also the notion of 
‘drivers’ includes both internal and external “structural determinants of 
differences in the cost or buyer value of activities or groups of actions” 
(p. 100), such as economies of scale, government regulations, timing, 
localization and firm policy choices (p. 104). The core difference between 
his analysis and the RBV is the answer to the question: “to what extent the 
environment shapes initial conditions and choice, in contrast to idiosyn- 
cratic, creative decision-making process within the firm” (1991, p. 101). 
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strategy. (Source: Adapted from Porter 1991, p. 100; van den Bosch 1997, p. 95) 
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In search of “the origins of the origins”, Porter builds his analysis upon the 
notion that the initial firm conditions are determined by past managerial 
choices, which, however, reflect the environmental pressure at that time 
(1991, p. 106). This is a typical economic perspective that sees the com- 
pany from the outside, and its main theoretical goal is to provide a system- 
atic understanding of differences and sustainability of profits in given 
industry environments (Wiktor 2019). Nonetheless, although in his model 
Porter situates the locus of competitive advantage in the market, he 
explains it as a consequence of a firm's own competitive drivers and activi- 
ties. Only a firm's short-term financial performance is directly influenced 
by the overall industry attractiveness. 

The RBV, in turn, clearly locates its interest inside a company. 
Traditionally, the origins of this school are placed in the work of E. Penrose 
(2009 (1959); 1960), at least at the descriptive level (the crucial role of 
resources and specialization determining the expansion of a firm; Rugman 
and Verbeke 2004). However, the idea of studying how a single business 
entity works is much older. For example, in the nineteenth century, J. Say 
developed A. Smith’s definition of productive labour, pointing out the 
role of an entrepreneur, who can effectively make use of their own 
organizational and management skills and borrowed capital to create 
added value (Kunasz 2006). 

The basic assumptions of the RBV (related to the earlier excerpted IOE 
assumptions) are as follows (Andrews 1971; Barney 1997; Peteraf 1993; 
Teece et al. 1997; Wernerfelt 1984): 


e the differences in firm performance are a function of their internal 
heterogeneity; 

e competitive advantage is built on VRIO resources (valuable, rare, 
difficult to imitate, organized); 

e a strategy is the act of aligning and developing what the company can 
do particularly well with environmental opportunities; 

e the success of a company results from the deployment of resources so 
that they produce value that can be monetized in the market, while 
preserving their unique character; 

e the three generic ways of achieving a competitive advantage are 
based on non-generic strategic assets. 


The fundamental notion of the RBV is its definition of a company as a 
“bundle of resources and capabilities” (Amit and Schoemaker 1993, 
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p. 37). Some of them are extraordinarily valuable, as well as rare; difficult 
to imitate, substitute and trade; durable; well organized (appropriable) 
and complementary (co-specialized; Barney 1986a; Ciszewska-Mlinarić 
and Wąsowska 2015; Teece 1986). Because of their unique character they 
can be labelled ‘strategic assets—assets that have the potential to generate 
a sustainable competitive advantage for the company (Amit and 
Schoemaker 1993). 

Analogous to the industry entry barriers in the IOE, the RBV distin- 
guishes ‘isolating mechanisms’, which can be understood as knowledge- 
based, physical or legal barriers that prevent competitors imitating and 
undoing the competitive advantage of a successful company (Lepak et al. 
2007). Some of them are even shared with the IOE: patents, trademarks, 
consumer switching and search costs, producer sunk costs and so on 
(Rumelt 1997, p. 141). But more specifically, the RBV-style isolating 
mechanisms refer to path-dependent asset specificity based on causal 
ambiguity, social complexity, time compression diseconomies, hard-to- 
reverse commitments and partner asset interconnectedness (Barney 1991; 
Dierickx and Cool 1989; Dyer and Singh 1998; Ghemawat 1991; Lippman 
and Rumelt 1982; Teece 2007). In turn, such intangible assets emerge as, 
for example, reputation, trust and commitment, effective corporate 
culture, unique knowledge and partner-specific absorptive capacity. They 
are not traded in the factor markets, nor can they be quickly replicated. In 
fact, these resources are not only perfectly immobile and of highly limited 
supply, but their strong tacit and history-dependent dimension, which is a 
function of successive decisions affected by managerial bounded rationality 
(inward-oriented choices that underestimate some facts while 
overestimating others; Bratnicki and Dyduch 2020; Mahoney and Pandian 
1992), makes them hardly definable even by the companies they belong 
to, let alone would-be imitating competitors (Teece et al. 1994). Many of 
them may even be too idiosyncratic to retain the same value outside of the 
host company or business network (Rumelt 1987). This implies that their 
value in a native state (ex ante cost of acquisition) was well below their 
value once appropriated and developed by the firm (ex post value); or 
alternatively, the company was far better at accumulating and developing 
these classes of resources than its competitors, even if they had recognized 
them early and anticipated their potential ex post value (Peteraf 1993). 
These two conditions decide on the prospects of a company to generate a 
sustainable competitive advantage and the consequent above-average rents. 
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The heterogeneity of companies is especially present in their activities. 
As some resources can be obtained in the factor markets, companies may 
be, to some extent, comparable in this respect (Amit and Schoemaker 
1993). Moreover, a company may have a unique understanding, for exam- 
ple, of a technically complex process (technical competence), but this does 
not mean it has the capability to effectively market it at a profit (Dyduch 
and Bratnicki 2015). Just as in the Parable of Talents, even precious 
resources are unproductive if not used. Meanwhile, the notion of com- 
pany-specific 'resource conversion activities” has always been present in the 
resource-based way of thinking (Rumelt 1984, p. 561). But it was not 
until D. Teece et al.’s seminal article (1997) followed by many other schol- 
ars (Eisenhardt and Martin 2000; Winter 2003) that ‘dynamic capabilities’ 
were advanced as a fundamental extension of RBV. These authors locate 
the most important activities of a company in learning processes, as well as 
in the continuous integration and reconfiguration of internal and external 
resources (Teece et al. 1997). The missing link between these resources 
and company performance is processes of complex interactions (Wu 2007), 
which prolifically deal with the competitive business environment (Shams 
2016). Dynamic capabilities are therefore managerial and organizational 
processes that refer to the way coordination, learning and transformation 
are done in the company. They are, in turn, manifested in organizational 
routines, which are group and individual patterns of behaviour that repre- 
sent successful solutions to particular problems (Mitręga et al. 2012; Teece 
et al. 1997). 

Dynamic capabilities link the internal environment of the company 
with the outer world, which by definition implies that industry analysis 
remains a vital part of research in management. This reflects the dual 
nature of competitive advantage and suggests that the dichotomist 
approaches of the IOE and the classic RBV on the roots of competitive 
advantage are matters of analytical focus and of methodological 
convenience. There were (and still are) attempts being made to combine 
both views into one coherent approach. For example, G. Hooley et al. 
(2001) developed a concept of strategic positioning, which they define as 
the combination of competitive advantage (how the firm will compete) 
and choice of target market (where the firm will compete). Figure 1.2 
depicts the interactions between the key firm and industry constructs in 
R. Amit and P. Shoemaker’s model of strategic assets and organizational 
rent (1993). These scholars incorporate the IOE tradition in the form of 
‘strategic industry factors’, which include Porter’s five-forces model 
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Fig. 1.2 Strategic assets and strategic industry factors. (Adapted from Amit and 
Schoemaker (1993, p. 37)) 


supplemented by ‘environmental factors’ (changes in technology, regula- 
tion, etc.). They insist that, to be useful, the company’s strategic assets 
have to overlap with the strategic industry factors (1993, p. 37). Perhaps 
the most comprehensive theory, which simultaneously builds on the IOE 
and RBV research traditions, is the Resource-Advantage Theory of 
Competition (R-A theory; Hunt and Morgan 1996). A more detailed ref- 
erence to R-A theory will be made in the next chapter during the discus- 
sion on the scope of the envisioned RM mid-range theory. 

What the IOE and RBV theories undoubtedly have in common is that 
they mainly depict a market situation of competing entities. However, 
companies can appropriate substantial rents not only generated from their 
own resources but also resulting from the resources of their business part- 
ners, provided within a long-lasting joint venture or even during a tempo- 
ral project (Gołębiowski and Lewandowska 2015). A network rent (or in 
a narrower sense a relational rent) will depend, inter alia, on the value of 
these resources, the absorptive capability of cooperating partners and the 
relationship governance model (Dyer and Singh 1998). The same mecha- 
nism can be reflected in a B2C setting or in any other situation where 
synergies exist that create conditions for an exchange based on a non-zero 
sum game (Deszczyński 2016). However, provided both partners stay as 
independent subjects of a relationship, volatile ‘coopetition’ behaviours 
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are possible (more/less cooperation/competition; Bengtsson and Kock 
2000). On one hand, this reflects the RBV style of economizing based on 
strategic resources and capabilities. On the other, it resembles the IOE 
style of strategizing in the way companies adjust their positions in an 
inherently unbalanced partnership or a network setting (Birkinshaw et al. 
2001; Jankowska 2009). This creates a situation of a unique relationship 
dynamism and the necessity to manage multiple relationships. 
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CHAPTER 2 


Theoretical Foundations of the Relationship 
Management Mid-Range Theory 


2.1 THE DOMAIN OF RELATIONSHIP MANAGEMENT 


Since the 1980s, the dissatisfaction with the perception of, in particular, 
industrial marketing as a set of isolated dyadic transactions between com- 
pletely unrelated business actors has caused numerous scholars to form 
groups developing studies on relationship marketing (Sheth and Parvatiyar 
2000). One of the earliest contributions was the book co-authored by the 
founders of the Industrial Marketing and Purchasing Group (IMP; 
Hakansson 1982), which contested the familiar microeconomic paradigm 
and instead promoted the network approach to business marketing (Ford 
2011). The representatives of other research traditions, such as the North 
American (e.g. Dwyer et al. 1987), Anglo-Australian (e.g. Christopher 
et al. 1991) and Nordic traditions (e.g. Gummesson 1987), followed the 
same logic and, although they highlighted various foci, centred their inter- 
est on the conditions shaping the buyer-seller relational exchange process 
(relationships with other stakeholders were added to the research 
agenda later). 

In their seminal article J. Dyer and H. Singh introduced the relational 
view to the theory of strategic management (1998), thereby giving new 
vitality to the IOE/RBV dispute on the locus of competitive advantage. 
By placing the emphasis not purely on a single company but on its busi- 
ness network, they highlighted four sources of a relationship rent-based 
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advantage: relationship-specific assets, knowledge-sharing routines, com- 
plementary resources and capabilities, and effective governance (1998, 
pp. 662-663). 

The overall message of this approach is that because competition is not 
the only mechanism of market coordination, some of a firm's critical 
resources and capabilities do not have to be owned but can be shared and 
co-developed with its cooperating partners (Sepulveda and Gabrielsson 
2013; Sulejewicz 1997). In consequence, the relational view of strategic 
management is a vital extension of the RBV (Lavie 2006; Rudny 2014). 
On the basis of RBV logic, the search for business partners can be per- 
ceived as looking to improve one’s own imperfect assets or to create new 
capabilities faster and/or at lower cost, thus achieving competitive advan- 
tage (Czakon 2011; Sopińska 2019). 

However, the relational approach to strategic management does not 
only address the issue of the locus of competitive advantage. It also con- 
tributes to a major debate that has been sparking among strategic manage- 
ment scholars from the 1990s onward on a no less fundamental issue: the 
balance between the strategic planning horizon and the strategy imple- 
mentation cycle (Prahalad and Hamel 1994). The dominant product- 
market focus of the IOE suggests taking predominately short-term 
positions. In contrast, the development of VRIO resources and dynamic 
capabilities, which are highlighted by the RBV, takes some time, but it also 
occurs in the more controllable environment of the firm's strategic net- 
works, as well as with regard to its own human and processual infrastruc- 
ture (Krupski 2012; Lichtarski 2015). The unit of analysis in the relational 
approach to strategic management is therefore, by definition, not solely 
the market or a company per se, but a company in relation to its external 
and internal stakeholders. Hence, the relational view enables the planning 
range to be somewhat longer than the standard planning horizon adopted 
in the given industry. This is because it is stabilized by the system of mul- 
tiple interdependencies, which, in turn, can be decomposed into sets of 
human-to-human relationships. 

Certainly, the overall view of a firm as a social construct is not new. For 
instance, the Evolutionary School presumes that companies grow both 
when they accomplish planned goals and when they exploit opportunities 
with the help of the ad hoc strategies emerging as a result of internal bar- 
gaining processes (Krupski 2009). In the RBV, path dependency has a 
clearly behavioural context embedded in the experiential and cultural 
dimensions of socialization processes influencing the mindset of managers 
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and other internal stakeholders (Hooley et al. 1998). In addition, dynamic 
capabilities are viewed as intensely entrepreneurial, so long as they involve 
shaping (and not just adapting to) the environment (Teece 2007). In busi- 
ness network studies, which have traditionally analysed the formal rela- 
tionships of the focal company and its partners (Dymitrowski et al. 2019; 
Ford and Hakansson 2006), the analysis nowadays includes the social 
exchange perspective—that is, the informal relations among individuals 
representing companies (Burt 2009; Chetty and Blankenburg Holm 
2000; Deszczyński et al. 2017). The bedrock of relationship management 
is therefore of sociological origin. 

Among all management disciplines that involve human relationships, 
social exchange theory (SET) is probably the most prominent source of 
inspiration. It is based on a central premise that the fundamental form of 
human interaction is an exchange and that the voluntary actions of indi- 
viduals in social contexts are motivated by the returns (social and material) 
they are expecting to get in the course of such exchanges (Blau 1986). 
These exchanges can take the form of (Fiske 1991, p. 42): 


e communal sharing (sharing resources as required by all community 
members irrespective of their individual contribution); 

e authority ranking (accessing resources according to restricted priori- 
ties and only secondly according to the individual contribution); 

e equality matching (balancing the number of resources in an exchange 
so that the individual contribution equals the return); 

e market pricing (regulating the exchange based on a supply and 
demand mechanism). 


In contrast to an economic exchange per se, social exchange goes 
beyond what was explicitly contracted—it focuses on the actors of 
exchange and their relations and only secondly on the resources and ben- 
efits being the subjects of a transaction (Shore et al. 2006). Therefore, 
social exchange is not necessarily governed by the principle of immediate 
maximization of profit as it is founded upon personal ties (of varying 
strength) that are, in turn, the result of successful interactions over time 
that produce trust, commitment and reciprocity of rewards (Gouldner 
1960; Granovetter 1977). 

By combining the economic and social perspectives, Adler and Kwon 
propose a three-dimensional model of relationships, which includes 
(2002, p. 20): 
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e market relationships; 
e hierarchical relationships; 
e social relationships. 


In classic form, market relationships involve mainly sellers and buyers 
and come as transactional interactions—so-called arm's length relation- 
ships. However, in B2B markets and in some B2C markets (e.g. where 
contractual forms of purchase exist accompanied by relatively high trans- 
action value), these relationships can take a durable form and involve mul- 
tiple stakeholders (Deszczyński 2008; Fonfara et al. 2012). Hierarchical 
relationships belong to the intra-organizational human resource manage- 
ment perspective, as they involve employees and their principles. Social 
relationships highlight the individual dimension of interactions. They 
include exchanging favours and gifts, which can be a part of private life but 
also emerge over time in any social context. 

It is clear that managing relationships by definition spans both social 
and economic perspectives. This duality is reflected in the broad defini- 
tional basis of the relational phenomena given by Morgan and Hunt, who 
explain that managing relationships is *all marketing activities directed 
towards establishing, developing, and maintaining successful transactions” 
(1994, p. 22). This definition indicates that the company's response to the 
need to manage relationships is materialized in marketing activities, which 
marketing scholars call ‘relationship marketing’. In turn, strategic man- 
agement scholars tend to use the expression ‘relationship management’. 
This apparent double voice has been accompanying the academic dis- 
course on managing relationships from the early beginning. Even in 1983, 
which marks the starting point of the major interest in studying relation- 
ships in management (Payne and Frow 2017), L. Berry at an American 
Marketing Association conference spoke about ‘relationship marketing’ 
(1983), whereas T. Levitt, in his pioneering article published by Harvard 
Business Review, used the expression ‘relationship management’ (1983). 
However, the relationship between marketing and other disciplines of 
management is, in the end, only a matter of perspective (Gummesson 
1999; Zineldin and Philipson 2007). For example, so-called market orien- 
tation, which is an original marketing contribution to business strategy 
that explicitly draws on the marketing concept, is considered to be both: 
as a ‘bridge’ between corporate strategy and the organization’s business 
culture/philosophy, but also as a measure of the implementation of a mar- 
keting concept’s components (Hunt and Lambe 2000; Slater and Narver 
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1995). Hence, both terms—relationship management and relationship 
marketing—may be used interchangeably and should be understood as 
closely related components of the same phenomenon, which can be 
labelled ‘marketing-oriented management’. Nonetheless, in this book, 
relationship management (RM) works as a basic term, while relationship 
marketing will only be used to reflect the original work of a particu- 
lar author. 

RM is not a monolith, as it is a theoretical-methodological direction in 
management science that draws upon almost all orientations of manage- 
ment, including market, strategic, process, human, change and knowledge 
orientation (to mention only the most important; Lichtarski 2010). To be 
effective, it requires a coordination of the main building blocks of a com- 
pany: strategy; organizational structure and culture; human, knowledge, 
financial and IT resources; and processes (Gordon 2001). Hence, RM can 
also be defined as ‘strategic management of relationships with all relevant 
stakeholders’ (Payne and Frow 2013, p. 4), which is a part of the incre- 
mental strategic management process reflected in the corporate business 
model (Deszczyński 2011; Tvede and Ohnemus 2001). 

K. Móller and A. Halinen argue that the main demarcation line between 
different traditions in RM research corresponds to the basic division of 
B2C and B2B markets (2000). According to their meta-theoretical analy- 
sis, market-based relationships (B2C) are fairly simple and substitutive 
connections immersed in the market exchange context, whereas network- 
based relationships (B2B) have much more complex, idiosyncratic and 
context-rich natures (2000). The differences between these two main 
approaches are not only of semantic incommensurability (Tadajewski 
2008). Research streams focused on the exchange of mass-type products 
and services, such as CRM (Customer Relationship Management), behav- 
iourally driven relationship research and services research, apply reduc- 
tionist causal structural equation models to identify the antecedent factors 
that shape (predominately) dyadic customer—supplier relationships and to 
explain how relationship characteristics influence relational outcomes 
(Anderson and Narus 1990; Cho 2006). The network-based approach 
takes a fuller view of relationships and tries to incorporate the IOE theory 
of competition, albeit changing the unit of analysis from a single company 
in an industry setting to a network (or a focal network) and the method of 
industry statistical analysis to (preferably) longitudinal case study research 
(Ford et al. 2011; Hunt and Lambe 2000; Móller 2013). According to 
K. Moller, the ontological and epistemological premises of these two 


26 B. DESZCZYNSKI 


approaches to RM are so distinctive that “blending or combining these 
approaches [in a single theory is] untenable or at least useless in any prag- 
matic sense” (2013, p. 331). As the aim of this book is to contribute to 
the development of the RM mid-range theory, such a statement demands 
further comment. I will address this in the section “The boundaries of RM 
mid-range theory’ in this chapter. First, however, it is necessary to get a 
more comprehensive perspective of RM by introducing the RM business 
model and RM factors. 

A business model is the representation of a firm’s underlying logic and 
its strategic choices for creating and capturing value (Shafer et al. 2005), a 
general construct explaining how a firm interacts with its customers, sup- 
pliers and other important partners (Zott and Amit 2010). S. Nenonen 
and K. Storbacka specify 12 building blocks of business models (in a 4x3 
matrix: market, offering, operations and management matrixed against 
design principles, resources and capabilities; 2010, p. 50). Hence, the RM 
business model can be perceived as an organizational philosophy oriented 
to value creation (Piercy 2016; Rudawska et al. 2016), a managerial pro- 
cess aimed at meeting shareholders’ goals by reinforcing relations with 
selected stakeholders (Doyle 2000; Grónroos 1996), and, more specifi- 
cally, a bundle of strategies and methods devoted to strengthening cus- 
tomer loyalty and reducing the operating costs of sales, promotion and 
acquisition (Reichheld and Markey 2011). The core characteristics of the 
RM business model, which should be addressed by every relationship- 
oriented company, are (Chen and Popovich 2003; Grónroos 2004; Kumar 
et al. 2018): 


e dialogical communication; 
e long-term perspective; 
e orientation to the value creation process. 


Relationships are built from continuing and meaningful interactions. In 
this respect, a company is not only a broadcaster of a marketing message 
but has to ‘listen’ to what customers (and the other stakeholders) have to 
say. A dialogue necessitates interactive communication tools and planning, 
but also a corporate memory (Shukla and Pattnaik 2019). This can be 
generated by an information management process, which connects all cus- 
tomer contact points and shares customer insight to all responsible corpo- 
rate units, thus facilitating appropriate marketing responses (Payne and 
Frow 2005). Such a systemic approach to all transactional and 
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non-transactional interactions with customers is a distinctive feature of 
RM, which enables a continuum of events to be encompassed without 
treating them as discrete, separate contacts (as is the case in mass market- 
ing; Dwyer et al. 1987). 

Seeing beyond the horizon of a single, immediate transaction enables a 
company to take more intelligent decisions, which take into account the 
relationship economics represented by precise measures, such as CLV 
(Customer Lifetime Value) and cost-to-serve customer scoring (Venkatesan 
and Kumar 2004). Such a strategic view of marketing redirects company 
focus from simply attracting new consumers to the development of closer 
relationships with selected existing customers and giving them reasons to 
remain loyal (Berry 1983). Especially in a B2B setting, a long-term strate- 
gic partnership is not a simple extension of a long-term contractual rela- 
tionship, in which both parties maintain their initial bargaining positions 
and look for better prices or conditions. On the contrary, a long-term 
partnership is a philosophy of trust and cooperation based on a mutual 
expectation that coordinated activities will enable better understanding, 
creation and delivery of value for the end markets (Anderson et al. 2009; 
Dwyer et al. 1987). 

At this point all three basic elements of the RM business model are 
forming a circle. If marketing in a relational context should contribute to 
the superior delivery of perceived customer value, some time is needed to 
understand customers and to engage in their value creating processes 
(Eggert et al. 2006; Grónroos 2009). This is achieved by a dialogical 
exchange and fulfilment of promises that, if the company is doing its job 
well, makes it possible to maintain and enhance relationships with custom- 
ers at a profit (Grónroos 1990). In other words, the RM business model 
only works if the customers” investment (e.g. of money and time) is bal- 
anced by the value they get in the form of products/services satisfying 
their needs (Pluta-Olearnik 2017). This creates a win-win situation—the 
customer value creation is coupled with the corporate value creation 
(Reichheld 2001). Hence, under the premise of RM, customer relation- 
ships are the ‘raison d’etre’ of the firm (Sheth and Parvatiyar 2000). This 
may sound familiar to economic historians, as in the early beginnings of 
corporatism, corporations were founded only to coordinate joint efforts in 
meeting an important goal for the community (e.g. building a bridge), 
and once this goal was met, they were dissolved (Davis 2016). Hence, 
relationship management is not so much a discovery as a re-discovery 
(Payne and Frow 2017). 
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The discussion on the RM business model will be further continued in 
Chap. 3, where the notion of RM maturity is conceptualized. Now, how- 
ever, comes the time to synthetize what the literature has to say about the 
varied effects of relationship management. 

In the course of a successful relationship, something more than finan- 
cial results or utility value is being produced. Relationships are based on 
mutual trust and commitment (Morgan and Hunt 1999). Trust can be 
perceived in two dimensions: as the credibility of a partner and as their 
benevolence (the degree of interest in their partners success; Ganesan 
1994; Doney and Cannon 1997). Commitment means, in turn, the allo- 
cation of one’s own resources that are impossible or hard to recover (e.g. 
because of time or the idiosyncrasy of produced effects) and a partial sac- 
rifice of the freedom of choice (Morgan and Hunt 1999). Trust and com- 
mitment are simultaneously the key characteristics and mediating variables 
of a successful relationship (1999). However, although these two remain 
the central constructs of RM, over the years RM research began to diverge 
extensively (Sheth 2017). A clear example is the plethora of studies trying 
to identify differently conceptualized dimensions of a relationship, includ- 
ing relationship quality, outcomes, benefits or assets. To ensure the clarity 
of further narration, this diverse relational taxonomy will be discussed in 
the following paragraphs. Figure 2.1, in contrast, represents the uniform 
taxonomy that will be used later in this book. 

The term ‘relationship quality’ was first coined by L. Crosby et al. to 
reflect how a salesperson can positively influence customer behaviour by 
utilizing relational selling techniques (1990). From the corporate perspec- 
tive, it can be conceptualized as the ability of a firm to identify, select and 
retain highly profitable customers and also to effectively manage the pro- 
cesses of converting potentially highly profitable customers into corporate 
accounts (Lau et al. 2016). In the original proposal, relationship quality 
was regarded as a higher-order construct composed of two core variables: 
trust in the salesperson and satisfaction with the salesperson (Crosby et al. 
1990, p. 70). Other researchers supplemented relationship quality with 
additional elements, such as: conflict and continuity (Kumar et al. 1995); 
customer commitment (Geyskens et al. 1996); cooperative norms (Baker 
et al. 1999); opportunism and customer orientation (Dorsch et al. 1998); 
and relationship-specific investments (Nyaga and Whipple 2011). 

A slightly different approach is taken by the authors who focus on rela- 
tional outcomes. They generally try to position them as mediating vari- 
ables between more complex constructs (such as relationship quality) and 
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THE RM DIMENSIONS 


PSYCHOLOGICAL 


STRUCTURAL 


BEHAVIOURAL 


R. ASSETS 

the perception of firm's 
- reputation, 

- brand(s), 

- individual employees, 


R. NETWORK SETTING 
- physical and virtual 
interfaces, 

- proximity and density 


R. OUTCOMES 

partners’ activities 
following r. benefits 
perception 

Example: repurchase and 


resulting in the particular referrals 


state of mind of firm’s A 


partners! 
Example! trust and 
commitment 


R. BENEFITS 
partners’ perception of 
rewards for cultivating 
R.QUALNY 4 the relationship 

k Ę Example: lower costs of 
doing business based on 
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Fig. 2.1 RM factors and the capital of the firm. Note: This figure does not 
attempt to enumerate all components of the listed upper-range constructs. Its role 
is to provide a common understanding of the expressions used later in this book. 
‘Partner’ can be understood as any actor (whether individual or institutional) a 
company has a relation to 


company financial performance. However, in the absence of a generally 
accepted definition of relationship quality, it is a common praxis to mix 
relationship quality and relational outcomes together, for example by 
incorporating some building blocks of the relationship quality construct as 
separate relationship outcomes (Wong and Zhou 2006). 

The definitional problems also remain at the level of relational out- 
comes. Since, at first glance, the term seems to be obvious and 
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self-definable (as the outcomes/consequences/effects of a relationship), 
some misunderstandings arise in the classification of particular RM factors 
as relational outcomes (understood as phenomena that directly influence 
the bottom line; Azza and Norchene 2017). For example, loyalty is in fact 
a psychological outcome (a state of mind), while repurchase activities are 
its behavioural manifestation (Blodgett et al. 1997). Hence, loyalty does 
not produce financial results per se, while repeatable purchases do. In the 
psychological context, the relational outcomes should be defined as “the 
feelings, thoughts and perceived relationships arising from the social inter- 
action” (Butcher et al., p. 314), while in the behavioural understanding, 
they are the activities that directly produce the payoff of a relationship 
(Lacey et al. 2007). However, psychological and behavioural RM factors 
are relatively freely applied in various models as changing constellations of 
antecedents, mediators or effects of each other; as meta-constructs or as 
stand-alone factors; and as alternatives ignoring the existence of each 
other. Examples of these include benevolence, bonding, co-creation, com- 
munication, customer competence, customer empathy, customer feed- 
back, integrity, idiosyncratic investment, increasing current purchase 
levels, preferential treatment, reciprocity, customer retention, customer 
satisfaction, service quality, shared values and word-of-mouth referrals 
(different cross-matches can be found, inter alia, in: Franklin and Marshall 
2019, p. 170; Hennig-Thurau et al. 2002, p. 235; Jones et al. 2007, 
p. 337; Lacey et al. 2007, p. 244; Macintosh 2007, p. 151; Prior 2012, 
p. 100; Sin et al. 2005, p. 38). 

The positive problem of the rich and diversified approaches to RM fac- 
tors also exists in the case of so-called relational benefits. The authors who 
focus on relational benefits mainly (but not exclusively) have a service 
marketing background. They predominately take the customer perspec- 
tive on relational exchange, looking for relationship-specific reasons for 
customers to stay loyal. Therefore, they generally define relational benefits 
as benefits that “exist above and beyond the core service provided” 
(Hennig-Thurau et al. 2002, p. 234). In the original study on relational 
benefits, K. Gwinner et al. quote three types of such factors (1998, p. 109): 


e confidence benefits (perceived risk reduction in interactions with the 
company—what is known to be expected); 

e social benefits (personal recognition by front-line personnel, famil- 
iarity or friendship); 
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e special treatment benefits (structured or unstructured financial and 
non-financial rewards that are unavailable to the average customer). 


These are believed to be antecedents of customer loyalty, satisfaction and 
positive word-of-mouth communication, which, in this research tradition, 
are not labelled ‘relational outcomes’ but ‘relational consequences’ 
(Gremler and Gwinner 2015). Sometimes they are causally linked with 
alternative ‘relational consequences’ including customer active voice (e.g. 
willingness to complain), customer feedback (e.g. willingness to cooperate 
with the company), customer value clusters and share of customer (Lacey 
et al. 2007, p. 244; Spake et al. 2003, p. 323). 

Although the original three relational benefits are widely accepted by 
the authors who followed Gwinner et al., a gradual fragmentation of the 
concept has distended its compact form, just as in the case of relational 
outcomes and relational quality. The examples of additionally proposed 
benefits include advice, confidence, comfort (including psychological 
comfort), convenience, customization, identity-enhancement, relation to 
history and structural time-saving (different cross-matches can be found, 
inter alia, in: Colgate et al. 2007, p. 217; Hennig-Thurau et al. 2000, 
p. 377; Hennig-Thurau 2005, p. 14; Paul et al. 2009, p. 222; Reynolds 
and Beatty 1999, p. 13; Spake et al. 2003, p. 328). Some scholars extend 
the original construct of relational benefits to all kinds of benefits that a 
customer may generate in the course of a relationship and adopt very 
broad definitions (such as the following one in a B2B setting): “benefits 
and rewards manufacturers have perceived from doing business with 
L[ogistic] S[ervice] P[roviders]” (Li et al. 2012, p. 5445). In turn, new 
relational benefits are proposed, sometimes structured as components of a 
higher-order benefit including economic, functional and quality benefits 
(Hennig-Thurau 2005, p. 14; Lin et al. 2003, p. 112; Marzo-Navarro 
et al. 2004, p. 427; Ruiz et al. 2008, p. 5). This makes studying them an 
even more challenging endeavour. 

Quite similar is the case of relational assets, which are the other side of 
the same coin. While relational benefits can be regarded as the payoff of a 
relationship, relational assets are more a stock of possibilities to generate 
such a payoff, which has been traditionally studied from the corporate 
perspective (Dunning 2003). In the course of any balanced relationship, a 
company will generate some intangible resources in the form of positive 
associations with the organization, its brand(s) and its representatives, as 
well as useful knowledge. This, in turn, should bring benefits to particular 
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individuals working for the company (e.g. due to salesperson preference) 
and reinforce its overall competitive position (due to company/brand 
preference; Chen et al. 2011; Deszczyński 2014; Hsu and Wang 2012). 
This makes relational assets a similar concept to relational outcomes, with 
all the associated consequences of psychological versus behavioural defini- 
tional problems. Accordingly, relational assets seem to have more of a 
psychological nature (e.g. trust). However, it is hard to measure an amount 
of trust, while the customer preferences it produces can be empirically 
captured. Therefore, the behavioural /practical manifestation/outcome of 
relational assets (e.g. referrals or mutual alignment) is sometimes regarded 
as a part of the same phenomenon (Ng et al. 2013) and technically comes 
as, for example, ‘customer assets’, which are a part of the intangibles and 
goodwill section in financial accounting reporting (Lusch et al. 2011). 
Nevertheless, conventional accounting is far behind the needs of the pre- 
cise measurement of relational economics (Hakansson and Ford 2010). 
A natural extension of the notion of relational assets is the concept of 
relational (social, relationship) capital. As a higher-order construct, this 
can be defined as some kind of network structure that facilitates certain 
actions of partners, which mobilize and enhance assets embedded within 
the network (Burt 2009; Coleman 1988). Relationship capital therefore 
comprises a network setting, individual relationships (known as ‘actor 
bonds’ in the B2B research tradition; Hakansson and Snehota 1995) and 
their characteristics (e.g. trust, respect, friendship; Nahapiet and Ghoshal 
1998). Hence, it generally relies upon interaction at a personal level (Kale 
et al. 2000), although some institutional frameworks, such as formal con- 
tracts, also facilitate the relationship network (Hoetker and Mellewigt2009). 
From the SET perspective, the strength or value of relationship capital 
depends on the durability of obligations arising from the feeling of reci- 
procity, which is immersed in an environment of complex informal social 
interdependencies and formal norms, guaranteed rights and sanctions 
(Bourdieu 1986; Coleman 1988). From the economic point of view, rela- 
tionship capital is an idiosyncratic investment in the socialization processes 
that produces efficiency in the form of goodwill between the partners and 
a stock of other intangible benefits, which have the potential to generate 
financial benefits (Cousins et al. 2006; Crawford 1990). Hence, the exis- 
tence of relationship capital may precede a successful collaboration, but in 
the longer run a business relationship cannot be fed only on future expec- 
tations (Deszczyński 2019). Therefore, the technical and organizational 
competences/potential of partners should be comparable in scale and 
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scope before the cooperation begins, and benefits consumption should be 
maintained in relation to the partners” contribution and degree of depen- 
dence, as wellas the sense of fairness (Mowery etal. 1998; Urbańczyk2012). 

Relationship capital is, by definition, dormant unless it is used to pro- 
duce an interaction and dialogue, and this always generates some knowl- 
edge (Gummesson 2004). Therefore, besidesits apparent cost-effectiveness, 
the most important function of relationship capital is the diffusion of 
information through minimizing redundancy (Burt 2009). Hence, in the 
relationship context, a firm can be understood as “a social unit specializing 
in speed and efficiency in the creation and transfer of knowledge” (Kogut 
and Zander 1996, p. 503). 

The notion of knowledge links relationship capital with a broader con- 
cept of the intellectual capital of a firm (Bontis 1998; Stewart 2007) and 
other conceptualizations of its intangible resources (Falkenberg 1996; 
Gummesson 1999). Sticking to the terminology proposed in intellectual 
capital research, it refers to the explicit and implicit knowledge and know- 
ing capability of individual employees, the whole firm-wide collective wis- 
dom, and the overall knowledge governance manifested in the 
organizational structures, processes, systems and other intangibles 
(Spender 1996). Therefore, its three base building blocks—human capi- 
tal, relationship capital and organizational capital—outweigh the impor- 
tance of the firm’s financial and physical resources, which they precede in 
the value creating mechanism (Roos et al. 2001). 

The interaction between relationship capital and the other two building 
blocks of intellectual capital indicates that organizations develop some 
particular capabilities which enable them to transform individual action 
into a collective endeavour, which in a given organizational setting and 
market situation underpins organizational advantage (Nahapiet and 
Ghoshal 1998). The resemblance to the RBV enhanced by the notion of 
dynamic capabilities is, at this juncture, very clear. Therefore, relationship 
capital may be viewed as an upper-range VRIO resource and, from a pro- 
cessual perspective, as a competence or capability aimed at maintaining a 
balance between relationship exploration, cultivation and exploitation 
(Loufrani-Fedida et al. 2019; Mitrega and Pfajfar 2015). 

Meanwhile, in strategic management, there is an ongoing trend to 
describe almost every activity of a company in the context of relationship 
management capabilities. Examples include absorptive capability (Cohen 
and Levinthal 1990), customer agility (Roberts and Grover 2012), cus- 
tomer response capability (Jayachandran et al. 2004), dynamic marketing 
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capability (Mitręga 2019), employee capability (Kim & Kim 2009), net- 
work capability (Mitręga et al. 2012), portfolio management (Móller and 
Halinen 1999), relationship learning and renewal capability (Jarratt 2008), 
social media capability (Wang et al. 2017) and supplier relationship man- 
agement capability (Forkmann et al. 2016). However, the view of a com- 
pany from the RM capabilities perspective faces the same prescriptive 
limits as the traditional RBV (Pukas 2019). If there are so many causally 
ambiguous resources/capabilities, which of them actually generated the 
advantage (Barney and Arikan 2017)? 

Finding a satisfactory answer to this question may be a matter of find- 
ing a proper context. For example, there seems to be less room for rela- 
tional exchange in stable markets with well-known players and standardized 
value creating activities and processes than in more volatile markets (Moller 
2006). Within the consumer market, high-contact customized service 
providers are able to generate more relational benefits for their consumers 
than standardized commodity manufacturers (Kinard and Capella 2006). 
Unfortunately, the more detailed the focus, the less transparent the theory 
(Scott and Davis 2015). The body of strategic management research is full 
of conceptualizations which seem to be important in a given context on 
the strategic, functional or even operational level (Hooley et al. 1998). 
This high context-sensitivity even affects the work of individual research- 
ers. For example, in their comparative longitudinal analysis of the theoreti- 
cal perspectives of inter-organizational relationship performance, 
R. Palmatier et al. found that trust, commitment and relationship-specific 
investment are the key drivers behind the relational outcomes directly and 
indirectly mediating financial performance (2007, p. 186). A year later, 
based on a different sample of companies and research method, R. Palmatier 
published a paper in which he only confirmed the roles of trust and com- 
mitment, without mentioning relationship-specific investment at all. 
Instead, he added the number and decision-making authority of inter-firm 
contacts and (in specific circumstances) the overall contact density as 
important relational factors (2008, p. 76). Unfortunately, in economics, 
there has traditionally been a problem of only reaching partial answers 
with limited reproducibility (Zawislak 2010). Hence, it seems the promise 
of multidimensional profiling and typologies to better uncover the roots 
of competitive advantage has to be confronted with the fact that the iden- 
tification of all such micro-foundations will always be incomplete (if not 
opaque) and implausible to communicate and implement (Barney 2001; 
Teece 2007). 
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Or perhaps one just has to look for a different kind of context? A con- 
text that is stable enough to offer some room for generalization, but still 
meaningful enough to avoid oversimplification. 


2.2 ‘THE BOUNDARIES OF RM MID-RANGE THEORY 


Finding a context in which a new theory can be embedded is a matter of 
setting its boundaries in relation to the already established one(s). This 
applies especially to mid-range theories, which are always subsets of a 
grand theory with more specific, narrower boundaries (Pinder and Moore 
1980). As the focus in this book is on whether and how RM can improve 
a firm’s sustainable competitive advantage, the most appropriate grand 
theory to relate to will be a theory of competition. Further on, as RM is 
embedded in the RBV’s logic of primarily endogenous growth, a corre- 
sponding grand theory of competition should explain firm diversity, be 
genuinely dynamic and accommodate path dependencies in a Lamarkian 
sense. All these conditions are met by S. Hunt and R. Morgan’s Resource- 
Advantage Theory of Competition (1996; R-A theory). 

To justify its claims as a grand theory of competition, the R-A theory 
has a dual macroeconomic and management focus. Therefore, it goes 
beyond the research agenda of strategic management and the theory of 
the firm embedded in management sciences and includes such problems as 
institutional economics, public policy making and economic growth 
(Hunt 2000). However, it will only be briefly introduced to sketch the 
broad context in which the envisioned RM mid-range theory should be 
located. 

The R-A theory is congruent with the IOE in stating that the market 
position of a firm directly influences its financial performance. In turn, a 
range of external factors, such as the activities of competitors, suppliers, 
distributors and customers, as well as the availability of societal resources 
and the ‘rules of the game’ set by societal institutions, affect this position 
(Hunt and Morgan 1996). Nonetheless, R-A theory takes the relationship- 
based view that the fundamental source of competitive advantage is situ- 
ated inside the firm (Hunt and Morgan 1995). The best companies are 
simply the best combiners of heterogeneous, imperfectly mobile resources, 
and both—the firms and their resources—are historically situated entities 
(Hunt and Lambe 2000). Thus, competitive advantage is a dynamic, 
disequilibrium-provoking category, which may be periodically achieved 
within the realm of segments of rather high granularity (Hunt and Morgan 
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2005). The sustainability of the market position of a firm is, in turn, a 
function of the learning processes and the purposeful investment in 
resources and capabilities, which enable a firm to capitalize on (relative) 
innovations, bringing better value for customers, or lower prices, or both 
(Hunt 1997a). Importantly for RM, the R-A theory permits that not all of 
the applied resources and capabilities are directly owned by the company. 
It is enough that the company can gain access to them, which is true in the 
case of many relational assets. As these assets are heterogeneous and 
immobile, they can potentially result in achieving the position(s) of (sus- 
tainable) competitive advantage (Hunt 1997b), which implies that RM 
should be encompassed in the process of strategic planning. 

Placing the envisioned RM mid-range theory in the context of the R-A 
theory and in congruence with the RBV necessitates positing two assump- 
tions, which delimit and direct its focus. Since external factors influence 
the competitiveness of a firm to some extent but, in a market economy, 
their influence should not have a systematic discriminatory effect (e.g. the 
availability of basic resources which are being transformed into heteroge- 
neous resources, such as inexperienced into experienced employees, is 
relatively freely granted), it is the firm itself that decides on its success. 
Accordingly, to establish a relationship, a company needs a partner, but as 
external partners are potentially available to any market player, it is the 
relationship capability of the player that decides their competitive advan- 
tage generated through relationships (relationship-based competitive 
advantage). Of course, any well-established business or social network is 
not freely accessible for a newcomer, and in that sense a market for rela- 
tional assets in the neoclassical understanding of perfect competition could 
only serve as a ‘special case’ (Hunt 2000). Thus, the structural dimension 
of RM and the so-called fit (strategic, operational and personal) among 
business partners (Shi et al. 2005; Toulan et al. 2006) does matter and 
differentiate among firms. However, under the core premise of the RBV, 
these are only second-order, resulting factors in essence, external to the 
firm. Therefore, fully incorporating studies on the quality and diversity of 
a firm’s external partners into the RM mid-range theory would unneces- 
sarily add to the complexity of the analysis. Moreover, this would require 
blending the environmental conditions of the B2C and B2B markets 
together, which, according to the earlier quoted argument of K. Möller, 
would deprive such a theory of any pragmatic utility (2013, p. 331). 

Of course, such an epistemological self-restraint may be criticized. 
Nonetheless, the potential critique would, nolens volens, have to adopt the 
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IOE's ontological basis and assume (after M. Porter) that the external 
environmental conditions determine managerial choices in a decisive way 
and therefore push further back in the 'chain of causality” of the origins of 
competitive advantage (Porter 1991, p. 106). The view embedded in the 
RBV takes a different vantage point: it is the managerial reactions that are 
primarily decisive in studying the roots of competitive advantage, not the 
external conditions which trigger them (Barney and Arikan 2017; Hansen 
and Wernerfelt 1989; Hunt and Morgan 2005; Obłój 2007). Given a 
hypothetical situation of a brand new beginning of a given economy or 
market, similar initial conditions cannot explain the likely differences in 
firm growth rates or financial performance that will occur as time goes by. 
Therefore, the position of the firm in a given market or network is first and 
foremost the function of its own capabilities and attractiveness to potential 
partners. Ergo, the RM mid-range theory should primarily not concen- 
trate on the structural dimension of a firm’s relationships. 

Note that whether to grant the dominant position to the endogenous 
or to the exogenous perspective in studying the roots of competitive 
advantage will always remain in dispute (De Wit and Meyer 2010). 
Moreover, the research on competitive advantage (indifferent to the prin- 
cipal position of the authors) usually reports mixed but not unilateral 
results, mainly arguing about the proportions of industry-, segment-, net- 
work- or intra-firm-specific factors, or the research methodology, or only 
focusing on a specific performance trait (Ciszewska-Mlinarić et al. 2015; 
Coyne and Dye 1998; Datta et al. 2005; Gulati et al. 2011; Ma 1999; 
McGahan and Porter 1997; Robins and Wiersema 1995; Powell 1996; 
Rumelt 1991). Thus, staying in line with K. Móller and A. Halinen's 
meta-theoretical analysis excerpted in this chapter, provided that the uni- 
versal principles applicable to all RM-oriented firms are given, the RM 
mid-range theory should not completely ignore the particularities of mar- 
ket segments or clusters. Within the same segment, the general rules of 
market activity remain the same, but between segments they may not. 
Thus, studying the ability of RM-oriented firms to adequately respond to 
specific market circumstances may be interesting and practical. However, 
first the principles for managing market, hierarchical and social relation- 
ships by such entities have to be determined (for further details on levels 
of granularity of the RM mid-range theory, please refer to Fig. 2.4 and the 
accompanying discussion). 

To be successful, the RM mid-range theory will also have to navigate 
between two extreme approaches in studying human relationships in the 
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business context. First is the reductionist transactional approach of ‘homo 
economicus’, inherited from the classical economy, stating that human 
decisions are solely a function of economic stimulus (Romanow 1997). 
The other assumes that human behaviour is extremely complex and there- 
fore that developing a theory with broad applicability would require iden- 
tifying and specifying countless variables and linkages among them and 
still many exceptions would potentially remain unaddressed (Johnson 
et al. 2019). Nonetheless, there exist some distinct features of human cul- 
ture, society and behaviour which are universally found among all peoples 
(Brown 2004). In a business setting, the relational roots of competitive 
advantage can be examined by transposing such human universals as the 
admiration of trustworthiness into a model of business practices which 
potentially foster relationships, and by searching for their occurrence 
among the most successful companies. Incorporating some stable rules 
that govern human social behaviour can help to establish the principal 
forms of RM theory and may provide it with an epistemological and nor- 
mative power, while leaving room for the countless possibilities for its 
firm-specific reinterpretations and reconfigurations. Ergo, the starting 
point of analysis for the RM mid-range theory development should be 
internal relationship management (IRM) and its direct impact on the abil- 
ity to execute effective external relationship management (ERM). 

Note that to avoid overloading the RM mid-range theory its content 
should be focused on meaningful but individual company context-free 
(widely replicable) relational factors, activities and approaches distilled 
from idiosyncratic product-service contexts, such as the marketing-mix or 
employee remuneration schemes. Hence, at this level of theorizing, it is 
not so important what kind of utility benefits the company provides (as a 
supplier, employer or business partner), but how it can boost the quality 
of its relationships in general and whether this affects the bottom line. 

Again, this assumption may well be criticized, this time by the propo- 
nents of the RBV. Setting apart the idiosyncratic product-service factors 
seems to be partly leaving the company out of its internal context. 
However, for theory building purposes in management sciences, it is more 
important to search for the quantum that immutably transpires to be 
essential in all business realities, as well as to explain and predict its occur- 
rence, even if the theory does not encompass all particularities of the stud- 
ied phenomenon (Czakon 2018; Hunt 1991). The essence of strategic 
management research, by contrast, is not exactly to propose an all-weather 
strategy, but more importantly to illuminate how to make good strategy 
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Fig. 2.2 Content of RM mid-range theory. Note: The proposed content of the 
envisioned RM mid-range theory is marked by the bold text. (Inspired by: Obłój 
(2007, pp. 22-40); Williamson (1993, pp. 3-17)) 


choices and how to implement them (Porter 1991). Therefore, for the 
generic activities which form the core of RM strategy one should look not 
towards products and markets, but towards qualified management of 
internal interactions, which directly impacts the quality of ERM (Ballantyne 
2000). The content of the envisioned RM mid-range theory amid the 
other basic questions on the nature of an RM-oriented firm is depicted in 
Fig. 2.2. 

Of course, if all firms were to simultaneously and effectively implement 
the envisioned generic RM strategy, it would eventually lose its competi- 
tive leverage. J. Barney calls this paradox a ‘rule for riches’ and states that 
even if such a rule existed and “created economic value, that value would 
be fully appropriated by those who invented and marketed [it]” (2001, 
p. 50). P. Schoemaker notes in the same vein that rent seeking is creativity 
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seeking, and voices doubts as to whether organizations can be systemati- 
cally creative, adding that if there were a general formula for this, it would 
soon vanish through diffusion (1990). However, as to hierarchical and 
intra-organizational social relationships, which are proposed to constitute 
the bulk of RM mid-range theory, the rules for successful human resources 
management have been easily accessible in various forms for decades. This 
body of knowledge includes general theories directly drawing on psychol- 
ogy and behavioural studies, such as the already mentioned SET, and 
diverse human content and processual, intrinsic and extrinsic motivation 
theories (Hackman and Oldham 1976, 1980; Frey and Osterloh 2001), or 
more tactical Human Resource Management (HRM) techniques. Despite 
this tremendous pool of knowledge, it is estimated that many frequent 
modern toxic management practices which neglect the well-being of 
employees may cost up to 120,000 excess deaths a year and produce more 
than $300 billion in losses annually for American business alone (Pfeffer 
2018, pp. 1-2). It seems, therefore, that management is widely ignoring 
what is, at least theoretically, right, and creates an environment of active 
employee disengagement (Bonner et al. 2016; Deszczyński 2016; Kelleher 
2011). A partial reason for this could be managerial temporal myopia 
(Miller 2002), a consequence of the more general phenomenon of eco- 
nomic short-termism (a short-term transactional approach to business; 
Laverty 1996), which obscures plain greed (Haynes et al. 2015). The 
other factor is that human relationships are hard to master in practice 
because to be sustainably successful, the partners need to constantly show 
relational humility and readiness for progression of their own self (Davis 
et al. 2011, 2013; Van Tongeren et al. 2014; Wirzba 2008). This implies 
that, in case of hierarchical and intra-organizational social relationships, to 
ensure the high quality of a supervisory alliance, especially in managing 
conflicts, the supervisors need to demand more from themselves than 
from the supervisees and take responsibility for their reportees’ well-being 
at work (Watkins et al. 2016). Drawing on W. Kim and R. Mauborgne's 
‘blue ocean leadership’ concept, the overall RM formula would therefore 
be to distribute authentic leadership at senior, middle and frontline level 
to unlock the dormant talent and energy deposits that stretch deep into a 
company (2014). More concretely, the content/ research programme for 
the RM mid-range theory delimited by the two basic assumptions dis- 
cussed up to this point aims to define the systemic links among: 
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e the general relationship business model; 

e the key IRM activities and the resulting ERM activities; and 

e the economic stimulus for RM-related investment in the form of a 
direct repeatable positive feedback loop between the RM activities 
and approaches and business performance. 


Having defined the content of the envisioned RM mid-range theory, 
this is the time to locate the theory in the formal system of theories. 
Theories, in general, are “a series of logical arguments that specify a set of 
relationships among concepts, constructs or variables” (Doty and Glick 
1994, p. 231). Their purpose is to parsimoniously organize a complex 
empirical world, to raise non-trivial questions of ‘how’ and ‘why’, and to 
clearly communicate the proposed answers (Bacharach 1989). The bound- 
aries of a theory (e.g. spatial or temporal) dictate its general empirical 
generalizability. Hence, there exist different levels on which one can theo- 
rize (1989). Mid-range theories lie at the intersection of axiomatic positiv- 
ism and phenomenological empiricism, which implies that they 
simultaneously embody abstraction and groundedness (Shott 1998). 
According to R. Merton, whose critique of ‘totalism’ of abstract universal 
theories prompted him to enunciate his programme for middle-range the- 
ories in sociology, they “lie between the minor but necessary working 
hypotheses that evolve in abundance during day-to-day research and the 
all-inclusive systematic efforts to develop a unified theory that will explain 
all the observed uniformities of social behaviour, social organization and 
social change” (1968, p. 39). Being an intermediate body of theory, the 
role of mid-range theories is to link the macro and micro theoretical levels 
by explaining the relationships between some delimited important con- 
structs without, however, falling into an extreme reductionism (Haynes 
et al. 2015; Hedström and Udehn 2011). Further on, they should also 
guide the empirical research, highlighting theoretical problems and gaps 
in knowledge, and integrating separated theoretical generalizations from 
interrelated domains of research (Kaidesoja 2019; Merton 1968). 

To preserve its utility, a mid-range theory has to be focused on certain 
elements and intentionally ignore others (Merton 1968). Such an isolat- 
ing mechanism consolidates the research field by choosing the explanatory 
factors and defining the phenomenon explained (Maki 2006). Figure 2.3 
positions the envisioned RM mid-range theory against other types of the- 
ories based on these two dimensions. 

R-A theory attempts to comprehensively define the roots of competi- 
tive advantage of any firm, and a hypothetical single entity case study does 
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Fig. 2.3 The isolating mechanism-based delimitation of the RM mid-range the- 
ory. Note that this figure illustrates the management sciences focus of R-A theory 
and excludes its macroeconomic focus. If the full research agenda of R-A theory 
were to be visualized, the other theories would have to go further right on the X 
axis. (Adapted from: Hedstróm and Udehn (2011, p. 29)) 


so in terms of a particular RM-oriented one. The RM mid-range theory 
concentrates on the universal conditions for relationship-based sustainable 
competitive advantage. Moreover, the exclusion of the structural dimen- 
sion of a firm's relationships and the idiosyncrasy of its product-service 
offer concentrates the theory’s focus mainly on the firm's internal rela- 
tionship management landscape, whereas the other two depicted types of 
theories are more inclusive at their respective phenomenological levels: 
R-A theory attempts to include all the internal and market factors that 
matter as far as the competition is concerned (Hunt 2000), whereas the 
hypothetical single entity case study would encompass all the factors rele- 
vant for a particular RM-oriented firm in a given market situation. 
Certainly, the design of RM mid-range theory could be more inclusive. 
However, the choice made was inspired by S. Bacharach’s definition of a 
good theory, which should be both falsifiable and of high utility (1989). 
Falsifiability is achieved when a theory is “coherent enough to be refuted”, 
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while high utility implies that a theory establishes a substantive meaning of 
constructs, which it explains and enables the prediction of by comparing 
them to empirical evidence (1989, p. 501). The earlier discussion on the 
variety of relational factors and the fluidity in creating different relational 
constructs shows that we are currently suffering from an overabundance 
rather than from a scarcity of ideas. In the light of the eclectic character of 
RM research, the pursuit of greater theoretical clarity is therefore most 
welcome (Móller 2013). Moreover, as one might expect, after establishing 
the essence of RM-related competitive advantage, a relatively exclusive 
RM mid-range theory can pave the way for grounding the whole network 
of RM theories. Figure 2.4 shows the gradual descent from grand theory 
and mid-range theories of higher order to mid-range theories of a 


Resource-Advantage Grand Theory of Competition 
(pertaining to all types of socio-economic exchange, markets and organizations) 


Economizing € > Strategizing 


Relational exchange Transactional exchange IOE-based 
mid-range theory of mid-range theory of mid-range theory of 
higher order higher order higher order 


Network-based Market-based 
relational exchange relational exchange 
mid-range theory mid-range theory 


Specific theory cluster 
type A 


Industry-based research 


Specific theory cluster 
type B 


National culture-based 
research 


Specific theory cluster 
type C... XYZ 


Research cluster type 
C... XYZ-based research 


Single company level research 


Fig. 2.4 Hypothetical system of theories for competitive advantage. (Adapted 
from Pinder and Moore (1980, p. 197), inspired by Möller (2013, pp. 324-325)) 
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particular relational exchange type and lower-order specific theories in a 
hypothetical system of theories of competitive advantage. The practical 
difference between the two levels of RM mid-range theories will be mani- 
fested in the number of constructs and their generalizability. The envi- 
sioned higher-order RM mid-range theory (stronger mid-range theory; 
Moller 2013, p. 332) should operate on fewer constructs (or even on one 
construct) applicable to all types of companies and markets. Some con- 
structs and factors used at the levels of network-based and market-based 
relational exchange mid-range theories will incorporate the specificity of 
ERM in these markets and thus will be disjunctive. Simultaneously, accord- 
ing to the definition of a mid-range theory, both theoretical levels have to 
remain empirically testable and actionable. 

Meanwhile, the testability of the existence of a causal link between the 
relational approach to business and competitive advantage or market per- 
formance is uncertain, or, more accurately, not given. As J. Barney remarks, 
economic performance depends on both, whether corporate strategies 
create imperfectly competitive markets (where a company can best execute 
its competitive advantage) and on the costs of creating such markets 
(1986). By introducing their Commitment-Trust Theory of RM, 
R. Morgan and S. Hunt clearly emphasized that not all business relation- 
ships will flourish over time and specified some conditions partners have to 
fulfil in order to cooperate successfully. These include providing superior 
resources, maintaining high standards of corporate values, communicating 
valuable information and avoiding malevolent activities (1994; p. 34). 
Without the strategic and structural fit of partners, their relationship will 
tend to be unbalanced and non-reciprocal, which will likely result in its 
failure (Morgan and Hunt 1999; Toulan et al. 2006). Hence, the interac- 
tive nature of relationships posits that they are always multifaceted and 
‘incomplete’ and impedes causally linking them with company perfor- 
mance metrics (Harvey et al. 2003). Moreover, some very costly and 
sophisticated ICT issues only add to the complexity of the relational busi- 
ness endeavour, highlighting the problem of proper implementation and 
tooling of the RM business model (Baran and Galka 2017; Deszczynski 
2011; Payne and Frow 2013). It is therefore unsurprising that the litera- 
ture comes with mixed results as far as RM and business performance/ 
competitive advantage are concerned (Fonfara et al. 2019; Mumuni and 
O’Reilly 2014; Palmatier et al. 2007; Pillai and Sharma 2003; Reinartz 
et al. 2004; Wang and Feng 2012), including some very disappointing 
results (Bernd 2005; Coltman 2007; Keramati et al. 2010). 
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Some researchers have looked for the reasons for such an ambiguity and 
found that there can be severe differences in the ability to generate rela- 
tional rents, depending upon the type of firm and its environment 
(Coltman et al. 2011). For example, N. Paparoidamis et al. found that 
smaller firms are more likely to be successful with RM by exploiting the 
trust—loyalty effect (2019); J. Zhang et al. highlighted the varied effects of 
RM mechanisms on customers in different relational states (transactional, 
transitional, communal and damaged; 2016); while J. Hoppner et al. and 
Ł. Małys et al. argued that the key mediating relational factors may not 
hold across all cultures as far as business performance is concerned (2015; 
2017). A. Mumuni and K. O'Reilly took a different approach by decon- 
structing the measures of performance and checking which of them are 
positively affected by RM, claiming that in the overall composite measure 
of performance these correlations could be lost (2014). 

Indeed, the devil may be in the detail. For the RM mid-range theory, it 
will be of utmost importance to define what it really means for a company 
to be relationally oriented. Even if one presumes, by deduction, that the 
RM business model is reasonably linked with sustainable competitive 
advantage, its partial imitation or unskilful replication may (as in the case 
of any business model) yield zero benefits (‘Teece et al. 1997; Witek-Crabb 
2012). Moreover, as maintaining relationships is generally a positive con- 
cept, most companies can believe that they are already ‘customer-centric’, 
provided they are essentially trustworthy, even though their employees 
and customers might disagree (Peppers and Rogers 2013). This means in 
practical terms that, when managers fill in research questionnaires, they 
may, for example, interpret arm’s length market relationships as truly rela- 
tional, even if, in fact, they are incapable of producing relational rents 
(Dyer and Singh 1998). It is also highly unlikely that a particular company 
possesses a superior position in every single aspect of its relational activities 
and operations (Ray et al. 2004). Hence, no company can be labelled 
totally relationship-oriented; there must be some ‘shades of grey’ 
among them. 

Drawing on the notion that all sound empirical research necessitates an 
adequate definition of the maturity level of the implemented concept 
(Lichtarski 2015), there is also a need for an adequate definition of RM 
maturity. This, in short, translates into answering the question: What 
exactly does a company have to do in terms of RM to achieve a sustainable 
competitive advantage? The specificity of a mid-range theory as an action- 
able theoretical concept that offers simplification and focuses on decisions 
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and results (Gummesson 2017) implies that the RM mid-range theory 
will use the RM maturity concept in a dual way. First, it will constitute the 
central theoretical construct addressing the complexity of relational strate- 
gies, resources, processes and ICT systems. Second, this construct, opera- 
tionalized and tested through empirical research, will enable truly 
relationship-oriented companies to be distinguished from transactionally 
oriented ones (who only perceive themselves as relationship-oriented). In 
turn, the practices and approaches of such a purified group of companies 
who have achieved sustainable competitive advantage will define what 
exactly it means to successfully implement an RM business model. Since 
the development of the RM maturity concept is itself a serious task, it 
deserves an exclusive chapter. 
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CHAPTER 3 


Relationship Management Maturity 


3.1 THE DESIGN AND INTRODUCTORY STEPS OF RM 
MATURITY CONCEPTUALIZATION 


When building a theory, two strategies are generally available to manage- 
ment scholars: the interpretative-symbolistic contextualization and the 
neo-positivistic functionalistic-systemic idealization strategy (Czakon 
2015). In the contextualization strategy, the inference and explanation are 
an interrelated, context-dependent process. The researcher is an active 
“interrogator of the data” who seeks to find the best theoretical explana- 
tion based on empirical evidence and preferred epistemic virtues (Easterby- 
Smith et al. 2012; Strauss and Corbin 1998). In consequence, the primary 
mode of reasoning is induction, and the developed theory is grounded in 
empirical data (Charmaz 2004). 

The idealization strategy assumes the opposite direction of scientific 
inquiry. By appealing to deductive reasoning, theoretical propositions are 
formed and then empirically verified in search of objective, universally 
observable causal rules (Czakon 2015). These inductive arguments are 
reinforced by normative guidelines. The latter, in turn, rely on the hypoth- 
eses which were earlier analytically derived from the theory (Sprenger 
2011). A specific product of such a hypothetico-deductive (H-D) theory 
confirmation method is so-called ideal organizational types and profiles. 
Ideal types are complex theoretical constructs, which describe a model 
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organization that, if it existed, would enjoy the highest possible values of 
dependent variables. Ideal profiles, in turn, describe real organizations 
resembling different variants of the given ideal type (Doty and Glick 
1994). According to H-D logic, if empirical data give credit to theoretical 
generalizations represented by the ideal type reflected in its associated pro- 
files, the underlying theory can also be credited and qualified as valid 
(Ketokivi and Mantere 2010). 

The theoretical ideal type resembles the notion of ‘maturity’, which, in 
general, can be understood as the state of being complete/perfect in 
implementing, or being ready to implement, something (e.g. a given stra- 
tegic approach to management; Wendler 2012). Modelling of organiza- 
tions’ maturity has been applied in various ways, especially in project, 
process and quality management (Lichtarski 2015; Rosemann and de 
Bruin 2005). A good example is the ISO certification system or the 
Capability Maturity Model for software (CMM). The latter was developed 
in the period 1986-1991 by the Software Engineering Institute at 
Carnegie Mellon University to help organizations (firms and US govern- 
mental bodies) in successful deployment of their software projects (Paulk 
et al. 1993). 

CMM is a widely adopted underlying framework in Business Process 
Management (BPM) research. It is unsurprising then that the very con- 
cept of maturity has also been extensively developed by BPM scholars 
(Mettler 2011; Róglinger et al. 2012; Tarhan et al. 2016). According to 
this research tradition, maturity models help to assess at what develop- 
ment stage an organization is situated by defining and arranging key 
descriptive management-related concepts and constructs. Further on, 
maturity models contain some prescriptive elements. Finally, they are used 
as a platform for disseminating research findings to the broader business 
audience (Kazanjian and Drazin 1989). 

Clearly, the position of RM mid-range theory between R-A theory and 
empirical research amplifies the need for an unambiguously defined sup- 
porting RM maturity model (grounded in both theory and practice) that 
would demonstrate the identity of companies truly implementing the rela- 
tional business model. However, the wide application of maturity models 
has also raised some criticism, especially highlighting their focus on a pre- 
defined sequence of maturity levels towards an imagined ‘end state’ and 
neglecting equifinal maturation paths (De Bruin et al. 2005). In response 
to this criticism several guidelines for the development of a successful 
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maturity model have been proposed, including the following (Poppelbuf 
and Róglinger 2011; Rosemann 2006): 


e offering clear information about the model application domain, the 
proposed constructs and their theoretical underpinning; 

e defining its key success factors to a high level of granularity (provid- 
ing concrete answers to detailed questions concerning firm 
management); 

e disseminating best practices in adoption methodology and improve- 
ment measures. 


In summary, as the model of RM maturity should define the ‘ideal type’ 
of a truly relationship-oriented organization and because the model is 
intended for empirical testing, the H-D logic seems to be an appropriate 
methodological framework for this research. However, the soundness of 
an inductive argument requires that all (relevant) evidence is reflected in 
the sample (Maher 1996). Therefore, even if the inductive part of the 
research will rely on the deductive theoretical foundations, there still exist 
some risks: (1) the theory may turn out to be too vague to gain relevance 
in field research and (2) the empirical data may potentially turn out to be 
too ambiguous to provide a clear theoretical interpretation (Ketokivi and 
Mantere 2010). To mitigate these risks, the following principles for con- 
ducting theoretical and empirical research on RM maturity were adopted: 


e reflect not only the core characteristics of the RM business model 
but also all of its reasonable extensions and bordering con- 
cepts (risk 1); 

e define and illustrate the RM activities and approaches in a feasible, 
concrete way (risk 1); 

e allow differentiation among firms to uncover possible distinctive 
profiles of the proposed ideal type (risk 2); 

e employ a wide grading scale, which enables nuances to be detected 
between respondents’ narrowing perceptions of their RM activities 
and approaches (risk 2). 


The design of the RM maturity conceptualization process displayed in 
Fig. 3.1 acknowledges the systematic approach to literature review. In 
contrast to traditional narrative reviews, the systematic approach is a repli- 
cable and transparent scientific process helpful in unbiased identification 
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of the conceptual content available in the research field, as well as in iden- 
tifying emerging trends, themes and topics (Gough and Richardson 2018; 
Vural 2017). 

In line with the first adopted research principle, in step 1 of the RM 
maturity conceptualization the following three groups of tactical, broadly 
set questions were defined: 


e Are there any existing RM maturity models? What is their design? 
Were they empirically tested against achieving sustainable competi- 
tive advantage? 

e What are the main streams of research in RM? Are they contradic- 
tory, cumulative or supplementary? 

e Is there clear guidance over distinctive RM activities and approaches 
which lead to achieving sustainable competitive advantage? 


These questions will be addressed later in this section. 

In step 2, the choice of the scientific sources reflecting the contempo- 
rary state of high-quality research on RM has to be made, which is not a 
trivial one because the body of scientific work concerning RM is extensive. 
Table 3.1 shows Google Scholar results based on different syntaxes of the 
terms ‘relationship management’ and ‘relationship marketing’. However, 
obviously they are very popular in scientific English, and therefore these 
raw Google Scholar results are not a dependable indicator of the real num- 
ber of relevant scholastic RM contributions. 

However, even browsing through the several thousands of papers in 
databases with more advanced search options, such as ProQuest, EBSCO 
and the databases of the main publishing houses, is neither feasible nor 
effective. On the other hand, narrowing the search criteria would contra- 
dict principle 1 of the RM maturity conceptualization and would pose the 
risk of ignoring a potentially valuable stream of RM-related research. 

A promising alternative is to concentrate on the most recognizable sci- 
entific resources only (Czakon 2011). A good starting point in the search 
for these resources is the ‘List of scientific journals and reviewed materials 
from international conferences’, which is published by the Polish Ministry 
of Science according to article 267 paragraph 3 of the Act ‘Law on Higher 
Education and Science’ of 20 July 2018. The version dated 2 August 2019 
contains 29,040 journals and conference publications from all over the 
world that are recognized as having a notable scientific impact. Their 
authority is reflected in a points system, starting with 20 points for 
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Step 1: Define research guiding questions 


The questions were defined and ordered into four groups, which correspond with 
the adopted research principle 1 


Step 2: Select databases 


44 journals were selected on Table 3 according to the mentioned criteria 


Step 3: Choose search criteria 


Broad search criteria adjusted to specificity of used databases were selected 
and reported in Table 2 


Step 4: Apply practical screening 


Inclusion and exclusion criteria were applied to screen all 757 pre-qualified 
papers by title and 388 by abstract and keywords 


Step 5: Conduct the review 


The review has been conducted on 129 selected papers 


Step 6: Sythetize results 


13 RM-related themes were identified and the preliminary descriptive analysis 
was provided 


Step 7: Present the results 
Thematic analysis corresponding with the principles 1-2 of the RM theoretical 
inquiry and contributing to the development of the RM maturity theoretical 
concept was presented 


Fig. 3.1 Design of RM maturity conceptualization. (Source: Adapted from 
Fink (2010)) 
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Table 3.1 Google Scholar search results on RM 


Total number of scientific contributions without time restrictions 


Search terms + ‘competitive + ‘business 
advantage’ performance’ 
‘relationship management’ 622,000 69,300 31,000 
‘relationship marketing’ 235,000 44,300 14,900 
Total number of scientific contributions 2010 — 2020 
Search terms + ‘competitive + ‘business 
advantage’ performance’ 
‘relationship management’ 162,000 25,400 16,900 
‘relationship marketing’ 63,500 17,900 11,100 


Source: Own enquiry carried out on 18th February 2020; results approximated by search engine 


publications with noticeable but still relatively limited impact only and ris- 
ing within the levels of 40, 70, 100 and 140 points to 200 points for 
highly prestigious periodicals such as Nature and the Strategic Management 
Journal. The list does not include books; however, their content is likely 
to repeat and summarize the ideas addressed and discussed earlier by their 
authors in journal publications. 

In order to extract the most qualitative, factual RM-related journals, 
the following search criteria were applied (the number of journals cumu- 
latively meeting the quoted criteria is given in parentheses): 


e journals which are reported to be situated in the realm of manage- 
ment and quality science discipline (3532); 

e journals which were granted at least 70 points and which contain one 
of the following terms in their title: ‘management’, ‘marketing’ or 
‘business’ (315); 

e journals devoted to strategic management or broadly positioned 
(e.g. B2B/B2C markets or service markets (44)). 


Excluded from the final group were those journals having a specific 
focus on one industry (e.g. Journal of Hospitality Industry), management/ 
marketing function (e.g. Journal of Interactive Marketing) or region (e.g. 
Australasian Journal of Management). It was assumed that specific insights 
published by these focused journals would diffuse to the mainstream man- 
agement, marketing and business journals if they reached a certain level of 
relevance and acceptance. Then, elaborated and confronted with the 
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experiences from multiple research areas, they could potentially qualify to 
build the RM maturity model. In addition, because it is a periodical exclu- 
sively devoted to RM, the Journal of Relationship Marketing (rated with 
20 points) was included in the final group. 

In step 3, the mix of search criteria (given in Table 3.2) was applied 
across scientific databases which host the content of selected journals. As 
papers in management are usually extensive publications, which may easily 
contain numerous terms used occasionally or referring to their peripheral 
meaning, to direct attention to the key RM research, the query was gener- 
ally limited to the following search fields: title, abstract and keywords 
(Czakon et al. 2019). Only where this was not technically possible were 
wider criteria applied. In addition, the query was limited to papers from 
2010 and after because, as time goes by, some concepts may turn out to be 
fads or passing fashions (Abrahamson 1991) and as such they should not 
be qualified for contemporary analysis. On the other hand, there are also 
numerous seminal papers on RM that are dated earlier than 2010. They 
build the core identity of RM research, including its links to the RBV, 


Table 3.2 Search criteria applied to scientific databases 


Publishing house Search criteria 
Main query 
qelationsbi 
p > RJ Z 3 p Z S 
management | X e 8 88 Ss 
OR Yelationship “SEB gz aè 
marketing’ SB $ & SE RB 
tA S K OF Qg 
Academy of Management e e œ . 
Cambridge University e e e 
Cracow University of Economics . . 
Elsevier e e o oœ 
Emerald (via ProQuest) . . 
Harvard Business School Publishing e e 
Informs (Management Science) e . ° 
Informs (via ProQuest) e ° 
Sage (Marketing Theory via Ebsco) e ee 
Sage (via Proquest) ° . 
Springer ° . 
Taylor Francis e e e 
e e 


Wiley & Sons 
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dynamic capabilities and the R-A theory. These were, however, explicitly 
addressed in Chap. 2. More operationalized concepts that are embedded 
in this theoretical backbone only emerged after the year 2000 (Gummesson 
2017a) and were only developed and tested even later (e.g. the potential 
and risk of implementing CRM technology; Payne and Frow 2013). 
Table 3.3 includes the list of 44 journals qualified for detailed RM matu- 
rity conceptualization. Columns ‘A’, ‘B’ and ‘C’ refer to the numbers of 
papers verified in subsequent review stages. They include step 4—practical 
screening by title (A), abstract and keywords (B)—and step 5—full paper 


Table 3.3 List of journals and number of referred articles 


Journal Publishing house Points A B C 

Academy of Management Annals Academy of Management 200 0 0 0 

Academy of Management Academy of Management 100 0 0 0 

Discoveries 

Academy of Management Journal Academy of Management 200 1 0 0 

Academy of Management Academy of Management 140 0 0 0 

Perspectives 

Academy of Management Review Academy of Management 200 0 0 0 

Business Economics Springer 100 4 0 0 

Business Horizons Elsevier 100 16 11 8 

Entrepreneurial Business and Cracow University of 70 4 1 

Economics Review Economics 

Harvard Business Review Harvard Business School 70 0 0 0 
Publishing 

Industrial Marketing Management Elsevier 140 112 91 38 

International Business Review Elsevier 100 6 5 1 

International Journal of Wiley & Sons 200 23 ll 2 

Management 

International Journal of Research in Elsevier 100 7 1 1 

Marketing 

International Marketing Review Emerald 100 0 0 0 

Journal of Business and Industrial Emerald 70 64 26 5 

Marketing 

Journal of Business Economics Taylor & Francis 70 0 0 0 

and Management 

Journal of Business Research Elsevier 140 63 37 20 

Journal of Consumer Marketing Emerald 70 11 9 1 

Journal of Economics and Elsevier 70 0 0 0 

Business 

Journal of Economics and Wiley & Sons 100 0 0 0 

Management 


(continued) 
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Journal Publishing house Points A B C 

Journal of International Elsevier 100 1 0 0 
Management 

Journal of International Marketing Sage 140 12 3 2 
Journal of Management Sage 200 0 0 0 
Journal of Management and Springer 70 11 0 0 
Governance 

Journal of Management and Cambridge University 70 1 0 0 
Organization 

Journal of Marketing Sage 200 18 12 1 
Journal of Marketing Management Taylor & Francis 70 3 2 1 
Journal of Marketing Research Sage 200 9 4 l 
Journal of Marketing Theory and Taylor & Francis 70 0 0 0 
Practice 

Journal of Relationship Taylor & Francis 20 20 17 2 
Management 

Journal of Service Management Emerald 140 23 12 2 
Journal of Services Marketing Emerald 100 61 33 13 
Journal of Strategic Marketing Taylor & Francis 70 11 6 3 
Journal of the Academy of Springer 140 157 62 18 
Marketing Science 

Management and Organization Cambridge University 70 1 0 0 
Review 

Management Research Review Emerald 70 15 6 2 
Management Science INFORMS 200 0 0 0 
Marketing Letters Springer 100 20 10 3 
Marketing Science INFORMS 100 9 6 0 
Marketing Theory Sage 100 2 2 0 
Omega - International Journal of Elsevier 140 4 2 0 
Management Science 

Service Business Springer 100 50 15 3 
Strategic Management Journal Wiley & Sons 200 18 4 1 
Strategic Organization Sage 100 0 0 0 
Total number of papers 757 388 129 


examined: 


review (C) (Czakon 2011; Fink 2010). Some of the journals did not pub- 
lish any paper referring to the search terms in the specified period of time 
(‘° in column ‘A’). To ensure transparency in the ‘A’/‘B’ screening pro- 
cess among the remaining journals, several guiding exclusion and inclusion 
criteria were adopted (Vural 2017). The exclusion criteria were as follows: 
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auxiliary/random use of the searched keywords: keywords were not 
reflected in the abstract; 

business network structure: papers devoted to an issue that lies beyond 
the boundaries of the envisioned RM (upper) mid-range theory; 
highly aggregated upper-range constructs: papers exploiting in a 
general way the impact of familiar relational constructs such as trust 
and commitment; 

industry- or firm-specific studies: papers with narrowed perspectives 
without aspirations to provide more general findings (e.g. critical 
CRM factors in the hospitality industry); 

national- or regional-specific studies: papers which explored the 
impact of national culture on their findings (e.g. the impact of guanxi 
on RM) or were presenting results of empirical research based on 
small samples of firms situated in a peripheral economy (e.g. lessons 
from Iranian social media businesses); 

management/marketing function-specific studies: papers which 
exhibited an interest in particular operational tools and techniques 
without aiming to examine their impact on overall company-wide 
RM (e.g. micro-solutions such as how to build a successful mobile 
application). 


The inclusion criteria were as follows: 


e RM-related models: papers showing how RM-related capabilities 


affect firm bottom line; 


e RM-related activities: papers showing the impact of distinct firm 


activities and approaches on the quality of its relationships; 


e stakeholder value: papers focusing on value created at the intersec- 


tion of different firm stakeholders from the perspectives of these 
stakeholders and the firm. 


Step 6—preliminary descriptive analysi—revealed 13 main themes 


which constitute the core of contemporary RM research. As many of them 
are interconnected, typically each reviewed paper was thoroughly address- 
ing two or three of them, while simultaneously dealing with some others 
in the background. The statistical values presented in Fig. 3.2 show the 
topical share of voice based on the main paper narratives. 


It comes as no surprise that the most popular theme in the literature is 


customer relationship management (CRM). These papers were usually 
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E General Relationship Strategy / Orientation 

E Value (Co-) creation (Service Dominant 
Logic) 

E Customer Relationship Management 
Employee Relationship Management 

E Corporate Culture 

E Corporate Social Responsibility 

E Supply Chain Management 

E Other Stakeholders 

E Online Relationships 

E Knowledge Management 

E Process Management 


E ICT 


E Relationship Metrics 


Fig. 3.2 Descriptive analysis of RM-related content 


trying to arrange some processes, tools or techniques and link them with 
aggregated constructs—for example, distinctive customer-related capabili- 
ties. In turn, the impact of these capabilities on broadly understood busi- 
ness performance was examined. 

The position of value co-creation as a stand-alone marketing paradigm, 
and Service-Dominant Logic (SDL) as its underlying theory, is notable in 
the reviewed literature. Numerous papers related various RM factors to 
the principles of SDL or to capabilities descending from the notion of 
customer value co-creation, in a similar manner as earlier in the case of 
SET-based trust and commitment. Owing to the distinctive characteristics 
of the service perspective, such as customer-centrism, process orientation, 
emphasis on dialogue and mutually beneficial cooperation, synergic effects 
between RM and SDL are frequently highlighted. 

Employee management and corporate culture together attracted simi- 
lar attention to the value co-creation/SDL theme. The corporate culture 
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theme was presented as the invisible but decisive factor in securing 
employee commitment in hard-to-control areas like tacit knowledge man- 
agement (KM) and empathic customer encounter. At a more operational 
level, the impact of employee management on successful CRM implemen- 
tations was examined in the form of, for example, internal marketing and 
HRM techniques. A supervisor—supervisee relationship was highlighted as 
the most important single factor affecting employee satisfaction transfer- 
able into customer satisfaction, especially in service industries. 

The ICT-related literature had a dual focus. Some papers examined the 
role of ICT-related capabilities in the effectiveness of other business areas, 
including CRM. Others emphasized the limited impact of ICT investment 
on company performance if not properly anchored in the organizational 
context. This included having clear strategic relationship orientation, 
demonstrated in top management priorities and appropriate project man- 
agement. The latter took the form of business process optimization and 
implementation. 

Online relationships were another significant topic, related simultane- 
ously to a technological tool and a communication channel. Again the 
issue of the supportive role of technology was highlighted. However, 
developing engaged brand communities in social media, frequently given 
as the main goal of online relationship management, was positioned more 
as a marketing capability. 

Among customers and employees, the third most important group of 
stakeholders emerging from the examined literature was suppliers. Again, 
as in the case of CRM and HRM, Supply Chain Management (SCM) was 
presented as a dynamic capability aggregate and as a natural area for imple- 
menting value co-creation strategies. However, a distinctive feature of the 
SCM-related papers was the significant impact of supplier relationships on 
innovativeness. 

The notion ofinnovativeness was also visible in the KM-focused papers. 
However, this was not as breakthrough discoveries but rather as the capa- 
bility to integrate knowledge—especially customer knowledge—into 
interactive and analytical processes. As a specific solution to this issue, 
some papers evaluated the role of various relational metrics in assessing 
and predicting future customer value. Finally, Corporate Social 
Responsibility and the relationships with other stakeholders were dis- 
cussed in a few of the papers. 

Following the classic systematic approach to literature review, the 
descriptive literature analysis usually captures the statistical distribution of 
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papers across time, featured industries, applied research methods and geo- 
graphical regions covered. However, given the goal of this inquiry (defin- 
ing the preliminary RM maturity model), the appropriateness of such an 
additional analysis is limited. What does impact the way the detailed the- 
matic review will be conducted is providing the answers to the tactical 
research questions of this literature review (step 1). 

Although varied theoretical or empirically verified models were fea- 
tured, there were no RM maturity models per se proposed in any of the 
reviewed papers. The presented frameworks were usually focused on cus- 
tomers or CRM only (by adding the technological dimension to, e.g., a 
customer-centricity approach) and often continued to apply wide-ranging 
research constructs such as trust and commitment as organizational ends 
of RMactivities. In consequence they only indirectly examined the impact 
of the presented models on sustainable competitive advantage by defining 
additional non-monetary performance constructs, for example relational 
value. Moreover, most of them operationalized the applied constructs by 
forming research tools based on general questions prone to ambiguous 
interpretations and/or focused on a narrow aspect of RM tactics. 

Nonetheless, the richness of the identified, predominately specific low- 
range approaches based on the dynamic capabilities framework proves the 
general importance and omnipresence of relationships. This polyphony, 
although not orchestrated, produced a non-contradictory but supplemen- 
tary, sometimes cumulative body of research, which is a fairly good start- 
ing point for the development of the preliminary RM maturity model. 
However, two shortfalls make it necessary to adopt the ‘snowballing 
approach’ to literature review—that is, to further broaden the thematic 
literature review (step 7) by locating and exploring some additional scien- 
tific sources not appearing in the selected database (Zhang and Banerji 
2017). First is the aforementioned scarcity of complex models integrating 
varied RM-related dimensions/ capabilities, which could be potentially 
published in thus far unidentified sources. Second is the scant evidence on 
the direct impact of a concrete set of RM activities and approaches on 
sustainable competitive advantage, which continues to be disguised by 
various mediating RM constructs on the one hand and by indirect busi- 
ness performance metrics (e.g. customer satisfaction or customer loyalty) 
on the other. 

To facilitate the application of the ‘snowballing’ procedure in the the- 
matic literature review (step 7), which is offered in the remaining two 
sections of this chapter, bibliometric software was applied. Figure 3.3 
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payne, a. 


Fig. 3.3 Co-citation density by authors in the reviewed literature. (Source: 
VOSviewer, version 1.6.14) 


shows the co-citation density analysis carried out with VOSviewer, which 
is a shareware tool for constructing and visualizing bibliometric networks 
provided by the Centre for Science and Technology Studies at Leiden 
University, Holland. The relatedness of items shown is based on the num- 
ber of times they are cited together, thus indicating the importance of the 
particular author in the scientific field. The relative importance of an 
author is indicated by the colour (the brighter the better) and by the size 
of the spot (the bigger the better) behind the name. The minimum num- 
ber of citations was set at 20. 

Figure 3.4 shows a network visualization of the bibliometric coupling 
analysis focused on paper citations. The relatedness of items is determined 
by the number of references they share. Both graphs are interactive (the 
static figures do not fully illustrate overlapping items) and help researchers 
to guide their attention in the most promising directions. In this thematic 
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Fig. 3.4 Most cited papers in the reviewed literature. (Source: VOSviewer, ver- 
sion 1.6.14) 


literature review (step 7), the ‘snowballing’ procedure will be applied 
within the selected group of academic sources cited in the most influential 
papers and within the extended body of papers authored by the most 
influential scholars. 


3.2 ‘THE STRATEGIC DIMENSION OF RM MATURITY 


The 13 themes identified in the body of RM literature constitute a diversi- 
fied constellation of theories and empirical material. To reach more clarity 
and to effectively facilitate the narration of the thematic literature review, 
they will not be analysed separately. Instead a constructive synthesis is 
proposed based on the insights from the process-oriented CRM literature, 
as most, if not all, of these themes can be brought down to a single process 
or a set of interrelated processes. 

In this literature usually three- or four-dimension analytical frameworks 
are proposed. For example, G. Day insists CRM is predicated on address- 
ing the following areas: strategy, technology, people and processes (2003). 
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I. Chen and K. Popovich (2003) describe CRM as an integrated approach 
to people, processes and technology orchestrated by a “cross-functional, 
customer-driven, technology-integrated business process management 
strategy” (2003, p. 673). V. Kumar and W. Reinartz differentiate between 
four CRM dimensions: organizational alignment, customer management, 
technology and CRM strategy implementation (2006). D. Lambert, by 
contrast, highlights the interfaces between the strategic and operational 
CRM processes and the remaining important corporate processes, such as 
supplier relationship management, demand management or revenue man- 
agement (2008; 2010). Arguably the most comprehensive model inte- 
grating a strategic approach to RM and CRM, found thanks to the 
‘snowballing’ extension of the reviewed literature, is A. Payne and 
P. Frow’s ‘CRM strategy framework’ (2005; 2013) depicted in Fig. 3.5. 
In this model the central focus is placed on the strategic dimension that 
governs the so-called enabling processes (value co-creation, multichannel 
customer dialogue and IT-powered information management), whose 
effectiveness is measured within the performance assessment process. 


Strategy development 
(business domain 
& customers) 


Value co-creation 
(needs / capabilities 
match) 


Multi-channel 
customer dialogue 
(integrative 
communication) 


Information management 
(corporate memory) 


Performance assessment 
(multi-stakeholder KPIs) 


Fig. 3.5 CRM strategy framework. (Source: Adapted from Payne and Frow 
(2005, p. 171)) 
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Given the diversity of proposed analytical frameworks and approaches, 
the choice of a particular one will always leave some room for controversy. 
Nonetheless, it seems that a framework that describes the RM maturity 
should take a slightly more strategic view than the models focused on 
CRM only, not least because of the necessity to take a whole-company 
perspective and to facilitate a multi-stakeholder approach. Therefore, the 
envisioned preliminary RM maturity model will consist of the following 
dimensions (the indicative placement of the alternative labels found in the 
evoked conceptualizations is given in parentheses): 


e strategic (including people, organizational alignment, strategic pro- 
cesses and value co-creation), 

e processual (including customer management, operational processes 
and multichannel customer dialogue), 

e technical (ICT). 


As the division between the strategic and processual dimensions is some- 
what blurred, some of the themes are simultaneously discussed in these 
two dimensions, which reflects the dual focus of the literature. 

More than one fifth of the analysed papers deal with CRM. However, it 
is value co-creation and its theoretical foundations (Service- Dominant 
Logic—SDL) that build the biggest consistent group of RM-related con- 
cepts. Therefore, the thematic review of the strategic dimension starts 
with the SDL and SDL-oriented RM literature, with special focus on the 
impact of SDL on the overall strategy and the balance between IRM and 
ERM. In a similar corporate strategy-oriented vein, the issues concerning 
stakeholder portfolio management will be presented, with emphasis placed 
on customers and employees as the most important classes of stakeholders. 
In the case of the latter, the discussion is highly concentrated on the pre- 
requisites of an effective, RM-supportive corporate culture. The proces- 
sual dimension of the preliminary RM maturity model exemplifies concrete 
activities and approaches resulting from an RM strategy. The technical 
dimension includes a general discussion on IT governance, project man- 
agement and specific instances of ICT systems, with a dominant focus on 
CRM systems. The dimensions and themes represented in the preliminary 
RM maturity model are listed in Table 3.4. 

The basic foundation of SDL laid out by S. Vargo and R. Lusch in their 
award-winning article (2004) is that the success of a company is deter- 
mined by the extent to which it can offer value propositions to its 


Table 3.4 Overview of the thematic literature review 
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customers. Moreover, it is not the company that creates value but the 
customers (beneficiaries) themselves. The company may get an opportu- 
nity to engage in the customer's value creation process as a co-creator, and 
to collaborate in resource integration that both parties bring as they inter- 
act, but always it is only the customer who is the value creator (Vargo and 
Lusch 2008). The main SDL idea is brilliant and simple: companies should 
focus on the customer, not on themselves, because the more individual the 
result of the co-creation process, the more favourable the assessment of 
value by the customers and their intentions to spend more with the firm 
(Ngo and O’Cass 2013). Even hardline manufacturers can leave the area 
of tangible product delivery and concentrate on the process of value co- 
creation, as service is the basis of any exchange in all industries. It is also a 
proven way to become meaningful to customers and differentiate the 
value proposition (Grónroos 2016; Vargo and Lusch 2004). 

However, here is the problem. The co-creation process occurs by defi- 
nition when a company processes the body, mind or possessions of the 
customer cooperatively (Wirtz and Lovelock 2016). It can take the form 
of value co-ideation, co-design, co-production, co-test or co-launch 
(Ramani and Kumar 2008; Russo-Spena and Mele 2012). But what if, for 
example, an individual fast-moving consumer goods (FMCG) customer or 
a business customer ordering stationery is not willing to actively collabo- 
rate because the area where the company offers its competences is beyond 
their core interest, or the perceived additional value this process could 
produce does not correspond to the costs (e.g. time devotion)? After the 
definition of S. Vargo and R. Lusch, the ‘service economy’ is embodied in 
the processes of using resources of partners for their benefit (2008, p. 7). 
Therefore, value co-creation is “simply a positive statement that, at least in 
human systems, which are characterized by specialization and thus inter- 
dependency, value is always co-created” (2016, pp. 8-9). In other words, 
if broadly defined, value can be co-created even without an active com- 
pany-—customer interaction, because the resources embedded in the offer 
can be autonomously integrated by the customer. 

RM does not go that far. Although, given the available technology, 
customers do not necessarily need human-to-human contacts to interact 
with the company (e.g. they can use self-service at the website), the com- 
pany should still analyse automated contacts and (if necessary) instantly 
react by proactively sparking dialogue. In consequence, no relational- 
based value co-creation can take place unless interactions between the 
company and the customer or other stakeholders occur (Gummesson 
2017a). By contrast, when an individual customer applies moisturizing 
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Fig. 3.6 The interplay between RM and SDL 


cream to their face or the employees of a business client use a flipchart in 
a meeting, they do integrate these resources and they do generate some 
services upon them (value co-creation in a broadly defined SDL sense), 
but in a way that leaves the company involved in a dormant position (no 
value co-creation in an RM sense). 

In general, however, the relational and value co-creation paradigms 
overlap (Preikschas et al. 2017). For instance, key concepts in SDL (value 
co-creation, collaboration, resource integration, interactivity and value 
creation networks) are relational (FitzPatrick et al. 2015). Service is also 
relational, and at the same time relationships are based on service (Grónroos 
2017). Therefore, RM and SDL are believed to have the potential to be 
integrated into a single and relatively coherent conceptual structure 
(Gummesson and Mele 2010). Although it is not the intention of this 
book to provide such a framework, in Fig. 3.6 a brief overview of the inter- 
play between RM and SDL embedded in the resource-based and dynamic 
capabilities theories is proposed. The RBV acts here as a general theory for 
value creation from the perspective of a company, stating that VRIO 
resources will give a company a sustainable competitive advantage in a 
particular area. In SDL, VRIO resources are labelled ‘operant resources’ 
and draw on the notion that intangibles, especially knowledge, are the 
fundamental source of ‘strategic benefit’ (as Vargo and Lusch now call 
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competitive advantage; 2016). This can be monetized thanks to dynamic 
capabilities, which are essentially relational capabilities (e.g. network com- 
petence, alliance competence, internal market orientation, customer 
response capability, interaction orientation and relationship management 
capability; Jayachandran et al. 2004; Madhavaram et al. 2014). 

'To make this happen, all corporate functions must learn to collaborate 
with each other and across the customer and supplier organizations (Enz 
and Lambert 2012). In this context, the key managerial concern should 
be the development of a “relationality platform” (Grónroos 2016) or a 
“co-creation framework” (Sheth 2017). The RM-mature company should 
therefore coordinate multiple human and machine-assisted physical, men- 
tal or virtual communication channels to offer meaningful interactions 
that provide emotional engagement and positive surprise and—which is so 
essential to the co-creation process—integrate customer knowledge (Kaski 
et al. 2018; Payne et al. 2009). The latter comes in the form of relational 
learning (information sharing, joint sense-making and knowledge integra- 
tion) and is an inalienable part of any customer-facing process (Cheung 
et al. 2011; Martelo et al. 2013). 

Such a persistent dynamism also requires continuous coordination of 
internal and external relationship management processes (IRM and ERM). 
IRM is directed at co-creating value with employees, thereby enhancing 
VRIO/operant resources. ERM is directed at co-creating value with cus- 
tomers (external beneficiaries) and ultimately reflects the dynamic capa- 
bilities of a company. 

The interplay between IRM and ERM is as follows. To create an attrac- 
tive value proposition for external customers, the value facilitation process 
that takes place inside the company has to be built around and within the 
VRIO/operant resources. These resources can be used in the value facili- 
tation process, but do not have to be. They are dormant in the employees, 
unless they become activated by proper HRM techniques (acknowledging 
individual skills, preferences and ambitions of employees) and an overall 
partnership between the workforce and the management team (effective 
corporate culture). The activation of VRIO/operant resources requires 
that the employees become internal customers of management and that 
they are invited to participate in an internal value facilitation process as 
co-creators and important co-beneficiaries (Grace and Lo Iacono 2015). 
Only by perceiving their work as a relationship in which they have a stake 
will employees directly and indirectly support relational selling strategies 
and techniques and believe they will enjoy greater personal benefits the 
more they try (Arli et al. 2018). By contrast, a purely transactional 
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approach to work (time vs. pay) incentivizes employees to mediocrity, 
because the less effort they put into their work, the better outcome they 
get out of this exchange (Grandey 2003). Therefore, the odds for success- 
ful ERM are linked to successful IRM (Chomiak-Orsa 2016), because 
employees are the ones who, by creatively participating in the utility value 
facilitation process and by empathetically helping customers in the applica- 
tion of the resources their company provides, make such a relationship 
truly beneficial (Delpechitre et al. 2018). Hence, one can reframe RM 
maturity and value co-creation and converge them into a unified process 
and system for enhancing customer value, firm relational assets, competi- 
tive advantage and societal well-being (Lusch et al. 2010). 

To sum up, in the light of SDL, a practical implementation of the RM 
business model is based on making interactions more meaningful to cus- 
tomers and other stakeholders. Therefore, the goal ofan RM-mature firm 
is to merge as much as possible of what were previously solely internal 
corporate processes (proactively inviting customers to take a role in a cor- 
porate process) and individual customer processes (being open to an invi- 
tation to take a role in a customer process). This can be achieved by 
constantly improving the processes and providing resources that help cus- 
tomers to create value in their individual processes (value-in-use; 
Macdonald et al. 2011). Examples include designing a new product or 
service, customizing the functional requirements of existing products, 
changing procedures in logistics or in communication, and also simply 
making sure customers feel asked/welcomed to co-participate in some- 
thing that has relevance (Minkiewicz et al. 2016; Svendsen 2011). In con- 
sequence, the odds for a successful co-creation are higher the more touch 
points the company offers its customers and other stakeholders that enable 
more vivid interaction at different stages of value creation (Grénroos 201 la). 

Nonetheless, an increased corporate commitment to co-creation has its 
limits. The customers have to be able to spend more on individually tai- 
lored offers, and the trade-off between the additional co-created value and 
generated costs should provide a strong argument to support such a deci- 
sion. This means that the business model of an RM-mature firm that sup- 
ports value co-creation processes has to be realistic and selective, because 
not every relationship is able to generate enough value for both sides 
(Deszczyński 2016a). 

The competitive advantage of a company is influenced by the quality of 
its relationships with its employees and customers, as well as with an array 
of other stakeholders, including owners/shareholders, competitors, sup- 
pliers, distributors and influential institutions (Fonfara 2014). In his 
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concept of ‘total relationship marketing’, E. Gummesson identifies 30 
forms of RM, including the management of nano-relationships (e.g. 
between marketing and operations management), special relationships 
(e.g. green relationships and CSR, e-relationships, relationship to a cus- 
tomer’s customer, relationship to a dissatisfied customer) and mega-rela- 
tionships (e.g. personal and social networks; 2017b). The concept of ‘total 
relationship marketing’ pinpoints a narrow myopic vantage point of tradi- 
tional transactional marketing, which extracts the company from its natu- 
ral environment and struggles to concentrate on the direct short-term 
market variables only (Gummesson 2012). A mature RM company should, 
by contrast, clearly reinforce its existential basis, or its RM programme will 
never develop beyond a technicality (Gummesson 1999). Therefore, in 
general, RM maturity should be demonstrated in the way business leaders 
address the moral complexities of RM resulting from diverse stakeholder 
claims (Lindgreen and Swaen 2010; Jakubów 2016) and balance invest- 
ments to avoid value asymmetry, which would cause such relationships to 
deteriorate (Luu et al. 2018; Morgan and Hunt 1994). This is clearly a 
strategic endeavour, which should be reflected both in declarations of 
intent and in ongoing business practice. 

In their ‘CRM strategy framework’ A. Payne and P. Frow (2005; 2013) 
thoroughly discuss the key processes, which they merge into a coherent 
practice-oriented inductive CRM model. They pay much attention to the 
strategic importance of RM by incorporating its core characteristics and 
objectives into the global strategy development process. Such an alignment 
involves inspiring the mission and vision with the relationship spirit, which 
goes far beyond making money and cannot be disposed to short-changing 
(Collins and Porras 2002). In addition, some authors emphasize the neces- 
sity to strategically promote business ethics and to position the company in 
a broader network of relationships including its social partners (Eveland 
et al. 2018; Hwang and Kandampully 2015; Sheth 2017). This would dif- 
ferentiate an RM-mature company from its transactional competitors, who 
tend to take the view that business ethics and market competition are con- 
tradictory forces (Baumol and Blackman 1991; Teneta-Skwiercz 2008). 

All corporate social initiatives beyond legal obligations are generally 
labelled Corporate Social Responsibility (CSR; Schuler and Cording 2006; 
Wasowska and Pawłowski 2011). Nonetheless, a company itself is a social 
construct, and employees are its strategic public (Grunig 2008). Hence, 
philanthropy—traditionally linked to CSR—is highly desired and prized 
(Carroll 1991), but before venturing out to solve larger societal problems, 
companies should first set their own house in order through practising 
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purpose-driven internal relationship management (Sasidharan Dhanesh 
2012). This could act as an instance verifying whether CSR is strategically 
important or is only a marketing trick (L’Etang 1994). Concerning exter- 
nal relationship management, even without a CSR label a company can act 
responsibly and attract customers by educating them, discouraging mind- 
less consumption and attaching spiritual value to its brands, which may 
eventually achieve the status of moral compasses (Peppers and Rogers 
2013; Sheth 2017). Such perceptions create relational value and a cogni- 
tive and affective basis for customer reciprocal gratitude (Hwang and 
Kandampully 2015; Lacey et al. 2015). Its behavioural manifestation is 
consumer preference towards the company, which translates relationship 
investment into tangible returns on relationship (ROR; de Ruyter 
et al. 2019). 

Among other things, defining key groups of customers (including distri- 
bution channel partners) remains a strategically important task (Payne and 
Frow 2016). A crucial decision to take here is the level of detail of customer 
insight a company possesses and can effectively utilize, which is reflected in 
customer segment granularity (Payne and Frow 2005; 2013). The best way 
to maximize the lifetime value of desirable customer segments, A. Payne 
and P. Frow propose, is the shift from making, selling and servicing to lis- 
tening, customizing and co-creating (2013). Therefore, one of the priori- 
ties of the top management of a mature RM company should be to 
specialize in preserving and enhancing its knowledge of the ways its rele- 
vant partners create value, and to show a healthy level of flexibility (e.g. 
customization and individualization) by providing value propositions/ 
resources that fit into its practice constellations (Storbacka et al. 2012). 

The selective approach to managing relationships with different cus- 
tomer groups is in line with the Key Account Management/Global 
Account Management literature (Chari et al. 2016; Guesalaga and 
Johnston 2010; Marcos-Cuevas et al. 2014; Shi and Gao 2016), Customer 
Portfolio Management literature (Johnson and Selnes 2004; Thakur and 
Workman 2016) and SCM literature (Forkmann et al. 2016; Oghazi et al. 
2016). The underlying logic of such an approach is again the concept of 
partner gratitude. Its strategic manifestation is the adoption of preferential 
treatment policies and tools, which is believed to be one of the most effec- 
tive ways of strengthening relationships (Huang 2015). Preferential treat- 
ment may be translated to a general priority in accessing and integrating 
firm resources (e.g. reducing waiting time for service) and in demonstrat- 
ing some extra effort to ensure highly personalized experiences are 
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consistently offered at all times (Ashley et al. 2011; Kumar et al. 2019). 
However, for an RM-mature firm, granting preferential treatment cannot 
remain an isolated act. On the contrary, it has to be mirrored by an active 
participation of engaged customers which, besides resource integration, 
involves partner knowledge sharing and partner learning, and conditions 
value co-creation and partner operant resource development (Hollebeek 
et al. 2019; Ngo and O’Cass 2013). In this context, engaged partners are 
also an important source of innovative ideas (Dyer and Singh 1998; Prior 
2012) and a firm-initiated resource of their own (Alvarez-Milan et al. 
2018). Nonetheless, receiving preferential treatment may not always bring 
positive attitudinal and behavioural consequences, if not based on trans- 
parent rules and if the overall quality offered for the wider customer base 
is not adequate (Xia and Kukar-Kinney 2014). 

An open system of value co-creation and multi-layered relational 
embeddedness challenges all organizations in terms of adaptability and 
flexibility (Grónroos 2011b). Much of this challenge is about shifting the 
managerial focus from the firm’s to the customers’ resources and processes 
and developing a thorough insight into customers’ definitions of quality 
(Grónroos 2017). As a consequence, a mature RM firm should continu- 
ously evaluate all of its processes to the extent that they contribute to 
customer value creation, much of this in collaboration with its key suppli- 
ers (Miocevic and Crnjak-Karanovic 2012). Simultaneously it should con- 
trol for migrations in its stakeholder portfolio to adjust policies and 
investment in its human and organizational infrastructure (Keramati et al. 
2010). As a consequence, priority must be given to the alignment of syn- 
chronized and (if necessary) reengineered processes and varied incentives, 
encouraging employees to show a proactive attitude towards customer 
interactions and engagement in delivering the co-creational customer 
experience (Pozza et al. 2018). 

An overarching construct that spans all internal RM activities is corpo- 
rate culture, which comprises four interrelated components: shared values, 
norms, artefacts and behaviours (Hogan and Coote 2014; Schein 1990). 
Exemplary cultural capabilities that have been captured empirically and 
proven to be effective (at least in terms of creating employee satisfaction) 
are, for example, collaboration, communication, flexibility and interaction 
(Conrad et al. 1997; Eisenhardt and Martin 2000; Sriramesh et al. 1996). 
By contrast, according to customer value-based theory of culture, compa- 
nies that organize themselves to support customer value delivery processes 
achieve superior business performance (Slater 1997). However, corporate 
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culture is a source of competitive advantage only when it is deeply inter- 
nalized and socialized and when it enables the effective execution of the 
chosen business strategy (Barney 1986; Kim Jean Lee and Yu 2004). In 
their established model of competing values, R. Quinn and J. Rohrbaugh 
conceptualized four cognitive culture types characterized by their domi- 
nating focus (internal vs. external), organizational structure (flexibility vs. 
stability), and organizational means and ends (1983). Out of these four, 
the so-called Human Relations Model, which is widely known as the 
‘Clan’ culture type, is probably the best match for the RM strategy (Slater 
et al. 2011). Its underlying values—flexibility and internal focus on the 
well-being and development of employees—create a sense of family 
belonging and foster good teamwork and employee empowerment 
(Cameron and Quinn 2011; Denison and Mishra 1995). This is of the 
highest importance in any internal arrangement where the ‘essence’ of the 
firm displaces market-like incentives (Teece et al. 1997). This is exactly the 
case if decision making is uncertain, long-range planning is difficult and, 
as seems to be a hallmark of RM and SDL, the degree of work complexity 
and required outside-the-box thinking makes it infeasible to scrupulously 
instruct employees and assess their performance (Cameron and Quinn 
2011; Yu and Wu 2009). 

A complementary approach to cognitive corporate culture research is 
emotional culture studies. Emotional culture is defined as “shared affec- 
tive values, norms, artifacts and assumptions that govern which emotions 
people have and express at work and which ones they are better off sup- 
pressing” (Barsade and O’Neill 2016, p. 4). There exists some empirical 
evidence that by awakening such emotional states as joy, happiness, excite- 
ment, and companionate love and warmth, an organization contributes to 
its employees’ psychological need for autonomy, mutual respect, care, 
competence and relatedness (Ryan and Deci 2017). According to human 
self-determination theory, this produces trust, satisfaction, mutual control 
and employee commitment towards such an organization (Barsade and 
O’Neill 2016; Men and Robinson 2018; Scherer 1997). By contrast, 
employees in dispirited organizations with a demoting emotional culture 
of sadness or a tense and anxious culture of fear are less likely to satisfy 
their psychological needs at work (Creed 2003; Diefendorf et al. 2008; 
Scherer 1997). In consequence it is expected that most of them will not 
develop a quality relationship with either the company or its external part- 
ners (Barsade and O’Neill 2016). 
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Corporate culture is, by definition, nota stable phenomenon. Therefore, 
all cultures incorporate some of the modelled features in different propor- 
tions over time. In general, however, an RM-supportive culture ought to 
serve a purposeful strategy and should be passionate about achieving 
meaningful objectives (J. Collins and J. Porras, based on their longitudinal 
observation of corporate high achievers, coined the expression ‘Big Hairy 
Audacious Goals’; 2002). Further on, it should manifest itself in a strong 
internalization of a long-term customer orientation aligned with less for- 
malized, flexible organizational structure easily facilitating customer 
knowledge sharing, employee empowerment and behaviour-based evalua- 
tion, and work-group socialization (Ling-Yee 2011; Hartline et al. 2000). 
Finally, it ought to remain adaptable and entrepreneurial (Bratnicki and 
Brzeziński 2019; Kotter and Heskett 2011). This means it should leave 
room for experiments allowing the sensing, testing and capture of unan- 
ticipated fleeting macro- and micro-market opportunities (Sull and 
Eisenhardt 2015), so that the organization remains change-friendly and 
resilient (Kotter and Heskett 2011; Prahalad and Hamel 1994). Figure 3.7 
presents a brief summary of the components of the strategic dimension of 
the RM maturity model integrated with the SDL. 
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3.3 ‘THE PROCESSUAL AND ICT DIMENSIONS 
OF RM MATURITY 


The business processes dimension of the RM maturity model mirrors and 
expands the themes introduced in the previous section. Especially regard- 
ing customer-facing processes, the RM literature comes with a variety of 
ideas and concepts (Cheng and Yang 2013). However, this section starts 
with employee-focused processes because the alignment between theses 
two is crucial for successfully implementing the RM business model (Aliyu 
and Nyadzayo 2018; Pozza et al. 2018). 

Sharing the same domain as corporate culture, HRM is a critical pro- 
cess that enhances the individual and collective capabilities of employees 
(Orr et al. 2011). Process theories of motivation emphasize that apart 
from extrinsic motivation (e.g. remuneration), there exists also intrinsic 
motivation derived from the nature of the organization, its management 
and its culture (do Nascimento et al. 2018). Hence, HRM is affected by 
corporate culture and at the same time creates this culture as well. As the 
core element of IRM, HRM directly affects the quality of company- 
employee relationships (Ryan and Deci 2000), which is an aggregate com- 
posed of individual relationships within an organization. Among them, 
the relationship with the direct supervisor seems to be the most impor- 
tant. Therefore, RM implies lifting the command-and-control manage- 
ment style and requires balancing powers (Herington et al. 2009) as 
interdependence is crucial to the longevity of any social exchange relation- 
ship (Blau 1986; Lambe et al. 2001). The shift from a traditional ‘master 
and slave’ management to a ‘partnership in a relationship’ creates demand 
for true leaders at all management layers. Their domain is not detailed 
work distribution and control, but fostering collaboration, strategic plan- 
ning, leadership and innovation (Hawkins and Little 2011). To better 
address the needs of their teams, ‘transformational leaders’ (as they are 
sometimes called) share power and communicate in an interactive, caring, 
visionary, passionate and empowering way (Men 2014). 

Employee empowerment is an important HRM capability which to a 
large extent conditions customer value co-creation (Zhang et al. 2018). 
As these interactions are dialogical, only employees who can act as equal 
partners of customers and other stakeholders add to a positive encounter 
(Grónroos 2011b). A typical situation when this is not the case would be 
a conversation with a customer contact centre employee who behaves as if 
they had swallowed the service manual and is not allowed to take any 
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decisions. Therefore, it is somewhat impractical to propose a detailed cata- 
logue of isolated high-performing work practices. Autonomy or mutual 
respect will be differently demonstrated on the manufacturing line, in tele- 
marketing teams, among stock exchange traders, in a police squad, in a 
philharmonic orchestra or in a monastery. However, there must exist a 
complementarity among different HRM activities which is effective in a 
given organizational context (Ichniowski et al. 1997; Colombo et al. 2007). 

What can be expected to be important regardless of the organization’s 
specificity is to ensure all team members have a positive perception of their 
work and their place in the team. In turn, this makes them develop so- 
called positive psychological contracts with the company, which generally 
translates to showing reciprocity adequate to formal and informal stimuli 
received from the company and its representatives (Mangold and Miles 
2007). An RM-mature firm will therefore make sure that its HRM policies 
and activities contribute to a genuine orientation to the internal market 
(Gounaris 2006). This means that before developing the relationality plat- 
form for the external stakeholders, the company has to create conditions 
for developing an internal one (Grónroos 2016). Such a company makes 
their employees feel treated fairly, by providing them with satisfactory and 
time-accurate information on the workflow they are engaged in, by apply- 
ing transparent work assessment and remuneration criteria, by communi- 
cating openly and encouraging open dialogue in the teams, and by being 
open to innovative ideas (Giannakis et al. 2015; Giannakis et al. 2015; 
Madhavaram et al. 2014). 

The variety of customer-facing processes is wide. However, they all 
come under the umbrella of the relationship communication process 
(Payne and Frow 2005), which aims to maximize the value of the relation- 
ship during its whole lifetime (initiation, maintenance and termination; 
Reinartz et al. 2004). As a logical consequence of the RM business model, 
relational communication is not entirely focused on selling but rather on 
customer consulting, and is not concentrated on transmitting information 
but rather on evoking a meaningful dialogue (Balaji et al. 2016; Wagner 
and Benoit 2015). The reason for this and simultaneously the cornerstone 
of any successful RM business case is that an RM-mature company should 
not strive to merely satisfy the customers, but to delight them. Given the 
range of alternative choices, only completely satisfied customers have a 
strong reason to stay loyal, as only then is the chance of finding an equiva- 
lent offering scarce and the risk of losing a good supplier/vendor high 
(Jones and Sasser 1995). Setting apart the other factors (e.g. total product 
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satisfaction), delight is mainly driven by interpersonal adaptive behaviour 
of customer service personnel and directly precedes reciprocal gratitude 
(Bock et al. 2016). The way to convert relational strategy into relational 
communication to end up with successful relational selling is not primarily 
a matter of applying any particular technique (Arli et al. 2018), but is 
rather an IRM-sponsored product of the internalization of customer ori- 
entation (Guenzi et al. 2007), which has been described earlier in this and 
the previous section. Nonetheless, the literature comes with some tactical 
ERM processes, which ought to define an RM-mature firm. 

In their ‘CRM strategy framework’ A. Payne and P. Frow organize the 
general customer communication process by communication channels, 
which greatly resembles the departmental division of responsibilities 
(2013). Alternatively, one can study distinct communication processes as 
they go through departments. The group of such generic interdepartmen- 
tal processes includes lead management, loyalty management and com- 
plaint management (Virtanen et al. 2015; Dorotic et al. 2012; Alvarez 
et al. 2010). 

Lead management is an acquisition process aimed at the systematic reg- 
istration and timely procession of information about customer interest in 
company offer (Baran and Galka 2017). The essence of lead management 
is to provide prospective buyers (both existing and new customers) useful 
information and solutions in the right place and at the right time. It can 
take the form of the prompt response to submitted requests or a proactive 
proposal based on processed customer knowledge. 

Companies invest substantial sums in marketing actions generating 
leads, but most of these are ignored by salespeople (Deszczynski 201 6b; 
Ohiomah et al. 2019). Poor lead follow-up could be the result of compet- 
ing demands on salespeople’s time (Sabnis et al. 2013), but the real cause 
may be unsatisfactory IRM. Only smooth internal collaboration (e.g. 
among customer contact units, sales and marketing) enables relational 
selling and yields a significant improvement in the quality of the lead man- 
agement process (Smith et al. 2006). In turn, a RM-mature firm should 
be characterized by a no-waste lead policy. 

Loyalty management is commonly associated with loyalty programmes 
and discounts. However, firms should carefully analyse the potential costs 
and benefits of such programmes and apply them selectively (Dorotic et al. 
2012). Moreover, as loyalty is not a simple mechanism of repeating pur- 
chases but a complex behavioural phenomenon, a proper loyalty pro- 
gramme should reach far beyond the surface of frequent purchase 
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promotions and utilize customer knowledge to generate highly appealing 
proposals. The formula for sustainability of relationships includes cus- 
tomer needs definition, preferential treatment policies preceded by intel- 
ligent analytics, integrative communication plans and focus on value 
co-creation (Galvio et al. 2018; Ma et al. 2018). For an RM-mature firm, 
loyalty management is also a vital part of its acquisition strategy. Stable 
relationships produce referrals, which may be a source of sustainable 
growth (Terho and Jalkala 2017; Van Den Bulte et al. 2018). Such an 
organic expansion does not proceed at the expense of customer service 
quality, as the company has time to adjust its infrastructure to 
increased demand. 

A good application of complaint management requires admitting if the 
company failed to deliver the expected quality and analysing why it hap- 
pened, learning what the customers expect, providing compensation 
guidelines and allowing frontline personnel to award an individual redress 
(if needed; Homburg et al. 2010). The goal is to make customers perceive 
justice by promptly providing decent solutions to reported problems 
(Cambra-Fierro et al. 2016). Obviously these problems fall into some 
foreseeable categories; however, as the individual circumstances may dif- 
fer, it is not possible to fully automate the process. Thus again, trained, 
motivated and engaged employees are an indispensable element of posi- 
tive customer encounters, which in the case of complaint management are 
not only about settling a problem but also paving the way for relationship 
recovery and its future development (Alvarez et al. 2010). In this context, 
for an RM-mature company complaint management is an element that 
conditions future repurchases and should be treated not as a cost but as a 
relational investment. 

All customer communication processes have to be parameterized to 
enable their proper management, but also to reflect the discrete relation- 
ship economics in more aggregated measures such as REM (recency — fre- 
quency — monetary value), CLV (customer lifetime value) and NPS (Net 
Promoter Score; de Ruyter et al. 2019; Neslin et al. 2013; Reichheld 
2006; Singh and Singh 2016). As a logical consequence of RM business 
model adoption, these metrics should be followed in a given analytical 
cross-section by top management with the same attention as financial indi- 
cators. In fact, firms that analyse links between non-financial measures and 
value creation find themselves in a better position to improve the bottom 
line than those focused on financial indicators only (Mauboussin 2012). 
Especially an RM-mature company should be aware of the causal links 
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between the variation and trends in length, depth (frequency of contacts 
including transactions) and breadth (customer wallet share) of relation- 
ships across different segments in its portfolio and financial performance 
(Holm et al. 2012). Measuring the health of relationships also includes 
following the developments in the employee portfolio (Reichheld 2001). 

In addition to the traditional direct ERM processes, Social-CRM (com- 
municating via social media) emerges in many publications as an impor- 
tant CRM process (Hajli et al. 2017; Sheth 2017). However, merely 
creating a social media presence cannot be viewed as an instance of RM 
maturity (Heavey et al. 2020). Truly relational Social-CRM activities refer 
to the way a company interacts with its customers, who are no longer pas- 
sive information receivers but take the role of active broadcasters whose 
voices co-create the ultimate online brand—community encounter and 
influence company operations (Melancon and Dalakas 2018; Zhang et al. 
2017). Only these marketer-generated communities, which are primarily 
centred on meaningful interpersonal interactions, produce social ties that 
make them resemble consumer-generated offline and online embedded 
brand communities (Bi 2019; Zaglia 2013). Therefore, going social neces- 
sitates tremendous involvement and consistency in following the dialogi- 
cal principle of ‘listening and responding’ in order to engage customers in 
value creating dialogue (Deszczynski 2017; Killian and McManus 2015). 
Thus, the sustainability of any online brand community depends greatly 
on the website ‘stickiness’, which is the ability to stimulate commitment 
and continued participation in community life (Roy et al. 2014; Wirtz 
et al. 2013). Social media capability, especially in the B2B sector, also 
includes proficiency in generating and integrating customer knowledge in 
the multichannel dialogue process (Trainor et al. 2014). A social online 
dialogue certainly also has a technological context. The ICT themes will 
be covered in the coming paragraphs in detail. However, a summary of the 
themes addressed in the processual dimension of the RM maturity model 
is presented in Fig. 3.8. 

The role of ICT in improving the effectiveness of management had 
been noted long before CRM systems were introduced (Schwalbe 2008). 
For example, IT systems are one of the factors influencing business strat- 
egy implementation in the McKinsey 7S model (Waterman et al. 1980). 
Furthermore, collaborative RM processes in medium and large organiza- 
tions have to be powered by ICT solutions (Payne and Frow 2013). The 
number of customers, employees, physical and virtual locations, and dis- 
tribution of interactions over time would otherwise make it virtually 
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Fig. 3.8 Processual dimension in preliminary RM maturity model 


impossible for such companies to offer a seamless and coherent customer 
service (Ahani et al. 2017; Harris et al. 2011; Jayachandran et al. 2005; 
Zand et al. 2018). Potential benefits of CRM systems range from time and 
cost reduction by automating tasks in the sales pipeline and in after-sales 
programmes and by streamlining administrative duties, to real-time access 
to insightful customer 360° profiles enabling relational selling (Gentle 
2002; Melville et al. 2004; Park et al. 2010). In addition, big data analytics 
activities, which work on separate systems but utilize the same customer 
data, improve company competitive advantage. Extracting, processing and 
providing knowledge for probabilistic algorithms is helpful in accurate tar- 
geting of marketing campaigns and enhancing customer profiles with 
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advanced predictive modelling tools (e.g. ‘next best action’; Erevelles 
et al. 2016; Hallikainen et al. 2019). 

In an RM-mature company, digitalizing efforts should not only be 
applied to ERM processes. HRM automation may improve employee hir- 
ing, selection and development processes thanks to HR portfolio manage- 
ment, including existing and ex-employees, applicants and trainees (Chang 
et al. 2013). This is of high importance as, for example, for a newcomer to 
get fully on board takes from three to twelve months (Stibitz 2015). ICT 
may also help in decentralizing some standard administrative procedures 
by introducing employee self-service (Marler and Fisher 2013). This 
makes it possible to redefine the role of the HR function and to concen- 
trate more on strategic activities such as sparking innovative projects or 
facilitating KM (Storey 2007). 

Converting data into information and information into knowledge 
facilitated by ICT also includes communication (Lindner and Wald 
2011; Teo et al. 2006). Collaborative CRM system functions enable file 
sharing and editing, online project management, discussions on forums, 
chat and improvement ideas submissions, and ‘know-who’ search. In 
fact, contemporary collaborative CRM systems use Social-CRM technol- 
ogy customized to internal use (Deszczyński 2018). Other social media 
technology instances include customer social profile data enrichment 
and sentiment research (Choudhury and Harrigan 2014; Simkin and 
Dibb 2013). 

However, technologies are most effective when combined with other 
resources and processes (Chang et al. 2010). Moreover, even technology- 
oriented papers insist that human and organizational resources are more 
important than the ICT infrastructure itself (Keramati et al. 2010; Nguyen 
et al. 2007; Zerbino et al. 2018). In fact, poor ICT governance might 
actually depress relational communication by diverting resources to a 
botched CRM system implementation and evoking unfavourable senti- 
ments among affected employees (Davis and Golicic 2010). Most com- 
monly the failure lies not exactly within the ICT system, but in the way it 
was implemented in the organization (Jelinek 2013). 

Successful CRM project management starts with top management 
championship practices. This means that CRM system implementation has 
to be communicated not solely as an ICT project, but as an integral part 
of corporate strategy and has to have the ongoing interest of its executive 
sponsor (Saini et al. 2010). Without such a commitment, which may 
sometimes involve using top management’s authority to resolve disputes 
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on competing interests, CRM system implementation projects are likely to 
fail (Kotorov 2003). A successful project also needs a project manager 
who is *... a combination technologist, business expert, drill sergeant, 
motivational speaker, politician, and psychologist” (Davenport 2000, 
p. 184). Their responsibility is managing communications and interaction 
with departments participating in the implementation, ensuring they build 
their own stake in the project and transfer the knowledge needed for opti- 
mal digitalization of business processes (Steel et al. 2013). The active par- 
ticipation of the vanguard of future users may significantly improve the 
system adoption rate by delivering practice-oriented tools and intuitive 
functions and by showcasing good system use practices, especially in the 
first weeks after its launch (Deszczyński 2011; Vella and Caruana 2012). 
With che ICT dimension, the preliminary RM maturity model is complete 
as presented in Fig. 3.9. 

To conclude, the literature contains diversified vantage points of what 
RM-oriented companies should do. These varied approaches are now 
merged into the preliminary RM-maturity concept (refined theory-based 
RM business model), which can be briefly summed up as balancing focus 
on the portfolio of internal and external relationships. In particular, IRM 
is seen as crucial in creating the underlying substance for successful 
ERM. Both profit from a supportive corporate culture and inspiring mis- 
sion, vision and corporate strategy, which are lived on a daily basis. ERM 
is made through some distinct dialogical, usually interdepartmental pro- 
cesses. These processes are knowledge-intensive, selective and measurable. 
Thus, RM-related sustainable competitive advantage emerges as a func- 
tion of successful internal and external interactions, which create useful, 
consistently reapplied knowledge. Both need to be supported by powerful 
ICT tools, which is only possible if the ICT governance prioritizes human 
and business requirements over tactical technical goals. 

With the literature review completed and the preliminary RM maturity 
model established, the next chapter will deal fully with the first main goal 
of this book by empirically testing the notion of RM maturity and verify- 
ing whether RM-mature firms possess the ability to achieve sustainable 
competitive advantage. 
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CHAPTER 4 


Validating the Relationship Management 
Maturity Concept 


4.1 THE DESIGN OF A RESEARCH TOOL 
ON RM MATURITY 


The aim of empirical studies in management sciences is to reproduce and 
elucidate any given business phenomenon without contaminating the 
research with subjective prejudices concealed in its design or with an 
authoritative interpretation of the data (Czakon 2015). However, this is 
not entirely possible as, to a large extent, management sciences involve 
studying value-laden phenomena, which are not neutral either to the 
researcher or to the people who are interviewed, observed or tested 
(Alvesson and Deetz 2000). 

In quantitative studies the risk of contaminating the research by the 
author's preferences is located in the design of the research tool (question- 
naire), the choice of analytical tool (statistical methods) and the 
(mis-)interpretation of extracted data (Ketokivi and Mantere 2010). 
Moreover, in self-reporting studies, such as the one applied in this book, 
the results may be biased by the co-occurrence of several behavioural and 
psychological effects affecting the likelihood that the respondents will be 
willing or able to inform about the true state of affairs (Donaldson and 
Grant-Vallone 2002). 

Critical positive or negative events may trigger various self-efficacy and 
defence mechanisms, which change the response lens of the interviewee 
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(Davidson and MacGregor 1998; Kihlstrom et al. 1999). Acquiescence 
response style (answering predominately positively especially on questions 
concerning issues the respondent is not knowledgeable of) or extreme/ 
mid-point response styles (concentrating predominately on a specific scale 
area regardless of the questioned matter) may bias the results particularly 
where cross-cultural research is concerned (Clarke 2001; de Jong 
et al. 2008). 

Studies in organizational behaviour in particular are prone to self- 
reporting bias because the interviewees often believe there is at least a 
remote possibility that their employer could gain access to their responses 
(Donaldson and Grant-Vallone 2002). Therefore, leniency or harshness 
may bias the responses, especially when the questions concern behaviour 
of the leader/supervisor (Marsh and Roche 2000; Schriesheim 1981). By 
contrast, so-called managerial sense-making is a product of the combined 
effects of critical events and individual reality perception, such as self- 
esteem or cognitive consistency (March and Sutton 1997). These cause 
managers to report positive aspects of their own capability beyond what is 
true and stretch to the overall corporate reality perception, especially if the 
company is performing well (Chandra and Wilkinson 2017; Rong and 
Wilkinson 2011). 

The overall tendency for people to present, regardless of social context, 
a favourable image of themselves is known as socially desirable responding 
(Helgeson and Supphellen 2004). Although there are tools effective in 
uncovering, for example, the tendency towards self-promotion on ques- 
tionnaires, such as the Crowne-Marlowe Social Desirability Scale (1960), 
their use is limited, not least because of the feasibility of such tests (this 
social desirability scale consists of 33 items; van de Mortel 2008). 
Nonetheless, questionnaires are easy and effective tools to administer in 
large-scale testing, and are suitable for delivering high-quality results pro- 
vided a deliberate bias reduction strategy is applied (Krosnick 1999). Such 
a strategy must minimize the sampling and non-sampling errors by apply- 
ing various statistical and non-statistical measures. The statistical bias- 
reducing measures undertaken in this research will be described in Sect. 
4.2, ‘Analytical strategy’. Still, many of the non-sampling errors, such as 
specification and measurement errors, come as the effects of these 
researcher and respondent preferences (Biemer 2010). These problems 
should be addressed in the questionnaire design by applying appropriate 
linguistic forms and by using and interpreting measuring scales. 
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While conducting the literature review for this book, the applied ques- 
tionnaires were found to quite frequently use terms which are either very 
general and prone to interpretation or hard to comprehend at all. The 
examples include such expressions as “We share the same feelings towards 
things around us”, “Communications are accurate”, “The supply chain is 
managed holistically”, “We work in close cooperation”, “We are good at 
creating /maintaining relationships with key customers” and “We both try 
very hard to establish a long-term relationship”. The countless possible 
interpretations of the degree of ‘communication accuracy’, or of ‘being 
good at something’, and the overlaps in perceived meaning of abstract 
expressions may easily turn the answers to such questions into an incom- 
patible dataset (Palmatier 2008). Therefore, the questionnaire applied in 
this research, for example, specifies the frequency of particular activities 
instead of leaving blank expressions such as ‘systematically’ or ‘timely’, and 
requires taking clear positions towards managing concrete processes 
instead of offering comfortable responses such as ‘We attempt to manage 
process X”. 

The other risk is that the accumulation of ambiguous RM characteris- 
tics could negatively affect the respondents’ concentration and motivation 
to make meaningful discriminations (Alwin 2007). Such a questionnaire 
design would instead press them to accommodate in language conven- 
tions of positive statements or tautologies rather than to kick back with 
alternative paths of reasoning, especially if the interview focuses on busi- 
ness performance or effectiveness (Alvesson and Deetz 2000). Uncovering 
a genuine assessment of the state of affairs also implies avoiding the use of 
complex systems of judgemental statements, for example: 


e A. You are an RM-mature company because you co-create value with 
customers; 

e A.l. Your value co-creation offers make customers satisfied; 

e A.2. Loyalty comes as the result of satisfying customers with your 
value co-creation efforts. 


Placed in a fixed leader-follower structure with clearly visible interdepen- 
dencies, they would cause the respondents to take the implicit researcher 
view rather to reflect their own. Therefore, staying in line with principle 2 
of research design defined in Chap. 3, special effort was taken to ensure 
that the expressions used in the questionnaire on RM maturity are describ- 
ing, in a possibly concrete and neutral way, social or business reality rather 
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than individual or shared subjective feelings, impressions, stereotypes, 
cognitions or perceptions (Alvesson and Skóldberg 2009). 

As a result, most of the questions contain complex descriptions, which, 
at first glance, may leave the impression of asking about many issues with- 
out providing the possibility to differentiate the answers. Obviously, apply- 
ing double-barrelled questions would be a fallacy (Ader 2008; Rowley 
2014). Yet, the proposed descriptions highlight nuances of the same phe- 
nomenon and, in fact, only combined describe the postulated state of 
maturity in a given action or approach. For example, take question D03 
listed in Table 4.1, which refers to the maturity in managing customer 
leads. It would not be enough for a company just to (1) immediately ser- 
vice every customer who is looking for the offer without making sure that 
(2) these contacts are also registered and processed to salespersons and 
that (3) the conversion rates are measured. Hence, breaking this process 
into three separate questions (1, 2, 3) would unnecessarily extend the 
length of the interviewing procedure and would make it impossible to 
fully assess the lead management maturity. If a company were to report 
score ‘10’ for (1) and (3) and score ‘5’ for (2) the mean would fall as much 
as 8.33. Nonetheless, the logic suggests that if leads are systematically 
dropped while being processed to the salesperson, (1) is like making an 
attempt to fill a leaky bucket and (3) is like measuring the fever without 
actually reading the result. 

One could also argue that the applied questions break the other rule of 
thumb for designing questionnaires, that is, to keep the questions short 
and simple (Dórnyei and Taguchi 2009; Foddy 1994). However, a ques- 
tion/statement such as “We are good in managing leads”, which indeed 
sounds simple, would likely leave most of the respondents feeling com- 
fortable in giving a ‘strongly agree’ or reporting a high score in the hypo- 
thetical situation presented above. There is no doubt that questions 
containing complex descriptions require more time to comprehend than 
short ones. In this study, however, saving time was not a priority, because 
collecting inconsiderate superficial answers would seriously compromise 
the application of theory-methodic hypothesis H1tm. Instead, before ven- 
turing to collect the bulk of the data, the questionnaire was first tested and 
corrected in direct interviews and in pilot field research to ensure that all 
questions could be well explained to and understood by the interviewees 
(for details see Sect. 4.2, ‘Analytical strategy’). 

The questionnaire displayed in Table 4.1 comprises 40 questions 
grouped in 3 dimensions, strategy, ICT, and interdepartmental and 
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Table 4.1 The questionnaire on RM maturity 


Code 
AOL 
A02 


A03 


A04 


A05 


A06 


A07 


A08 


Code 
BOL 


B02 


B03 


Dimension 1: Strategy 

The company has a business plan (business strategy) with a central element which 
is to nurture long-term relationships with its employees and customers. 

Ethical behaviour forms part of the corporate strategy, including fairness towards 
business partners as well as an active commitment to the well-being of the local 
community, the natural environment and contribution to people in need. 

The company knows the answers to the following questions: 

Who?: Who are our customers? 

What?: What kind of needs do they have? 

When?: When is the next purchase likely to occur? 

The company manages relationships with business partners other than customers 
(suppliers, distributors, etc.) and can, in turn, assess, for example: 

e the quantitative scale of cooperation: The interdependence between quantitative 
plans, for example manufacturing or sales plans and particular partners; 

e the quality of cooperation: The influence of a particular partner on the exact 
timing of planned operations, manufacturing quality control, customer service 
and so forth; 

e cooperation perspectives: The importance of a particular partner for product 
innovation, sales growth and so forth. 

The company knows its best customers and tailors its offer to their individual 
preferences (products, services, forms of cooperation), and if relationship 
economics allow this, it provides additional benefits (e.g. servicing priority, 
personal advisors, earlier access to products, exclusive amenities). 

Based on registered information (e.g. offers sent, previous purchases, purchases at 
competitors), the company differentiates its offer for every direct customer. 

The company favours and promotes employees who: 

e have a command of valuable, rare and hard-to-learn capabilities, 

e have a high level of work engagement. 

In the company, there is a knowledge management process supervised by a 
high-ranking manager (a member of the management board or a manager directly 
reporting to the board). 
Dimension 2: ICT - CRM systems 
When servicing customers, employees use solely one system (one window), which 
supports the whole process and integrates all relevant customer data (360° 
customer view principle). 
The CRM system has significantly accelerated the reporting of customer frontline 
processes (including marketing processes) — There is no need for manual work on 
weekly or monthly reports. 
The company uses a central database (data warehouse), which: 
e integrates information produced by all customer data processing applications, 
e enables analytical work (e.g. customer defection prediction). 


(continued) 
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Table 4.1 (continued) 


B04 


B05 


B06 


B07 


Code 


B08 


B09 


B10 


Bll 


Code 
Col 


C02 


C03 


The CRM implementation and development project is: 
e coordinated by a project manager who understands the potential and the 
limits of information technologies, but originates from a non-IT department, 
e is actively supported by a member of the management board or a manager 
directly reporting to the board. 
The CRM implementation and development project engaged: 
e employees with high authority among future system users, 
e owners of processes to be digitalized. 
The company has prepared a detailed CRM business implementation plan 
(detailed = the report includes measurable benefits, e.g. improvement in marketing 
conversion). 
The company enriches individual customer/partner data stored in the CRM 
system by their respective social profiles. 
Dimension 2: ICT - Other systems 
The HR department uses a system which enables a search for candidates who have 
the characteristics and capabilities that match the requirements in current 
recruitments among: 
e present and former employees, 
e trainees and former applicants. 
Thanks to access to an internal HR IT system, many everyday matters are dealt 
with by employees themselves (e.g. taking holidays, settling business trip expenses, 
Participation in training programmes). 
Employees are using, on a daily basis, a knowledge management system, which 
helps in the storage and search of: 
e know-what knowledge (facts, procedures, processes), 
e know-who knowledge (knowledgeable employees). 
The company uses an IT system which enables informal communication among 
employees, based on social media-like tools (e.g. chat, forum, blog). 
Dimension 3: Processes — Interdepartmental 
Professional skills, taking care of customers and employees, as well as the ethical 
behaviour of the company leadership, is the benchmark for all employees. 
Customer satisfaction, loyalty and engagement indicators are analysed by the 
company’s top management at least once a month, and if necessary, immediate 
problem-solving corrections are implemented. 
The company actively promotes and appreciates such values and attitudes as: 
e sincere interest in customer needs, 
e openness for collaboration within the company and with external partners, 
e respect for every person, 
e care for corporate property, 
e openness to taking on challenges and taking risks, as well as the readiness to 
learn from mistakes. 


(continued) 
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Table 4.1 (continued) 


C04 


C05 


C06 


C07 


C08 


C09 


Code 
DOI 


D02 


D03 


D04 


D05 


D06 


Clear procedures describing the ways important corporate data can be accessed do 
not cause employees to complain about bureaucratic barriers or a reluctance of 
fellow-employees, when asked for information sharing or interpretation. 
Employees are encouraged to come up with innovative ideas. Every such idea is 
assessed, and the authors of the best ideas are given a chance to implement them 
(e.g. they manage the change management project). 
The managers at any level devote much more time to motivating and leading their 
teams than to detailed work division and control. 
The employees willingly engage in corporate social responsibility actions of their 
employer (e.g. working together to help charities, raising money in collections, 
taking part in educational, health-promoting or environmental protection 
activities). 
A sympathetic and open working ambience creates a corporate environment where 
professional subordination and belonging to different departments do not harm 
good communication and cooperation among employees. 
Employee mobility is encouraged by offering a chance to participate in 
interdepartmental projects or teams. 
Dimension 3: Processes - Departmental 
Tailor-made offers for loyal customers are usually more beneficial than offers for 
new customers. 
Sales planning is foremostly based on loyal customer purchases, and efforts are 
made to systematically take advantage of their referrals. 
The company is confident that: 

e every customer looking for information about an offer is serviced immediately, 

e these contacts are registered and processed to salespersons, 

e the sales conversion of these customers is constantly monitored. 
Every customer is offered add-ons, such as: 

e complementary products (e.g. accessories, financial services), 

e up-sell products. 
These proposals are based on customer data registered by the company. 
Means of direct communication are the main communication tools. The 
communications select: 

e meaningful content (tailored to customer needs), 

e communication channels, 

e exact time (incorporating the individual product/service use cycle). 
The company or its brands have built a continuously engaged online community 
helpful in: 

e proliferation and creative transformation of its marketing communication, 

e inspiring new products and services, 

e acquiring new customers. 


(continued) 
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Table 4.1 (continued) 


D07 


D08 


D09 


D10 


D11 


D12 


Code 


E01 


E02 


Customer service does not only address dispute issues, but actively counters 
defection. Hence this unit has its own budget, which (provided there is a business 
reason) is used to resolve problems in favour of the customer, even if the factual 
terms the customer requests are unjustifiable. 
Customer feedback (e.g. complaints, requests): 
e is discussed by the employees concerned and their supervisors within one 
week after the event occurs, 
e analysis is included in the employee assessment system. 
Employee assessment is based on: 
e work performance indicators and the supervisor’s evaluation, 
e opinions of fellow-employees, regarding their engagement, knowledge and 
willingness to cooperate, 
e self-assessment, 
e in the case of additional managers on their team’s engagement, knowledge 
and a willingness to cooperate. 
The following initiatives are organized: 
e numerous internal training sessions (conducted by the company’s own 
employees) 
And 
e new talent development programmes, supervised by experienced employees 
where the company’s know-how is effectively transferred. 
The company, on a regular basis, monitors indicators such as: 
e RFM - Recency, frequency, monetary value of customer purchases, 
e NPS — Customer propensity to refer the offer, 
e CLV — Customer lifetime value (the extrapolated value of customer purchases 
in the envisaged loyalty cycles). 
The company, on a regular basis, monitors customer and employee engagement 
based on indicators such as: 
e openness to communication (e.g. participation in surveys), 
e propensity to refer the company (as a supplier or an employer), 
e reporting new ideas (e.g. products, services, improvements). 
Company characteristics 
The company has (a single-choice question): 
E1.1 fewer than 100 customers, 
E1.2 several hundred customers, 
E1.3 1000 or more customers. 
The company has (a single-choice question): 
E2.1 < 10 employees, 
E2.2 < 50 employees, 
E2.3 < 250 employees, 
E2.4 < 999 employees, 
E2.5 < 4999 employees, 
E2.6 => 5000 employees. 


(continued) 
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Table 4.1 (continued) 


E03 


E04 


E05 


E06 


Market focus (a single-choice question): 

E3.1 business-to-customer, 

E3.2 business-to-business, 

E3.3 business-to-administration. 

The company’s business model is mainly based on (a single-choice question): 
E4.1 agriculture, 

E4.2 production without commerce structures, 

E4.3 production with commerce structures, 

E4.4 production with commerce structures and customer service, 

E4.5 production with commerce structures, customer service and augmented 
services, 

E4.6 commerce, 

E4.7 commerce and customer service, 

E4.8 commerce, customer service and augmented services, 

E4.9 services, 

E4.10 services with commerce structures, 

E4.11 research and development. 

The company’s main industry, according to polish classification of business 
activities (a single-choice question): 

E5.1 agriculture, 

E5.2 wholesale trade, 

E5.3 retail, 

E5.4 construction, 

E5.5 transport, 

E5.6 financial services, 

E5.7 communication and information technologies, 

E5.8 other services, 

E5.9 production, 

E5.10 mining. 

Which description best suits the way your company is managed (a single- 
choice question): 

E6.1 strong leadership and centralization in the hands of the owner/president of 
the company, 

E6.2 centralization of decisions in the hands of top management, multiple layers 
of management, work standardization and formalization, big organizational units, 
E6.3 decisions in the hands of multiple types of managers and highly qualified 
specialists, big organizational units, 

E6.4 high degree of independence of business units (geographically or product 
related) supervised based on an extensive system of KPIs, 

E6.5 decisions democratically resulting from the opinions of many employees, 
small organizational units and matrix structures. 


(continued) 
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Table 4.1 (continued) 


E07 During the last two years the company has (multiple choice): 
E7.1 been steadily expanding in terms of sales or market share, 
E7.2 been steadily staying ahead of competitors in terms of profits, 
E7.3 entered a new market, 
E7.4 been steadily increasing employment, 
E7.5 taken over (an)other enterprise(s), 
E7.6 been steadily staying ahead of competitors in terms of customer satisfaction, 
E7.7 been steadily improving the customer loyalty rate, 
E7.8 been steadily a sought-after employer. 


The items from group A, C, D, which are given in bold were incorporated in the final proposal of the RM 
maturity model. 


departmental processes, which mirror the 13 RM themes discussed in the 
previous chapter. The RM-based service logic is implied in all but the ICT 
dimensions. Eight questions in the ‘strategy’ dimension deal with the gen- 
eral approach to baseline RM facets reflected in corporate documents and 
core capabilities. Eleven questions in the ICT section focus on the func- 
tionality and implementation process of CRM-class systems as well as 
other ICT instances. Two groups of, in total, 21 questions in the proces- 
sual dimension reflect concrete RM activities that may characterize an 
RM-mature firm. In addition, in line with principle 3 of research design 
defined in Chap. 3, seven multiple-choice questions concerning different 
company characteristics, including its competitive advantage, were placed 
in section E. 

As indicated in Chap. 1, the notion of competitive advantage is a rela- 
tive phenomenon. Competitive advantage is also not only about generat- 
ing temporary profits, but about the potential to sustain this ability in the 
future. Therefore, in this questionnaire the usual short-term financial and 
market measures of competitive advantage were supplemented with some 
future-oriented ones, focused on customer and employee value (Feurer 
and Chaharbaghi 1994; Mauboussin 2012; Zairi 1994). Consequently, 
the assessment of competitive advantage adopted for this research is based 
on nine questions divided into two groups of short-term and long-term 
performance indicators. These questions were not indented for the respon- 
dents to require the access and rights to share potentially confidential 
information based on hard data statements, as this would heavily reduce 
the number of finished interviews (Vij and Bedi 2016). Instead, the infor- 
mants were asked to answer closed questions (yes/no), which enabled 
them to unambiguously position their companies towards the competitors 
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or (when appropriate) dealt with easily observable nominal qualitative or 
quantitative progress in the last two years. This procedure might have cre- 
ated a potentially diversified group without making any sharp distinction 
between mediocre and underperforming companies. This was done delib- 
erately, however, without any negative consequences for the research, 
because the questions on business performance were primarily designed to 
effectively filter the relatively small group of top-performing companies. 
The following descriptions were adopted as short-term performance 
indicators: 


e the company has been steadily increasing sales or market share; 

e the company has been steadily hiring more employees; 

e the company has been steadily outcompeting other firms in terms 
of revenues; 

e the company has taken over some of its competitors. 


They describe a temporal success of a company, which may, but does not 
have to, have sustainable foundations. For example, increase in sales may 
be the knock-on effect of the accumulation of relationship capital, but may 
also be a result of extensive promotional programmes. Similarly, high rev- 
enues may have fundamental causes, but can also be influenced by some 
unimaginative direct cost reductions or shifts in how they are accounted 
and reported (Coyne 1986). The unexpected fall of numerous “Wall 
Street darlings” is the most striking evidence for this (Sterling 2002). In 
fact, short-term performance is a necessary but insufficient condition to 
label a company as having sustainable competitive advantage (Aaker 1989, 
Davis et al. 2000). 

By contrast, the long-term indicators of competitive advantage reflect 
the positive effects of enduring relationships and strategic planning 
(Horovitz 1979; Schertzer et al. 2013). Customer-delighting encounters 
can be produced by accumulating and applying customer-specific knowl- 
edge through engaged employees (Sasser et al. 1997). Loyalty, whether of 
employees or customers, is an even more complex and constantly moving 
target, which reflects the organizational capability to manage internal and 
external interactions in a qualitative way time after time (Crosby and 
Johnson 2004). Thus, in line with models postulating sustainable perfor- 
mance measurement (e.g. Balanced Scorecard, Kaplan and Norton 1992; 
Performance Prism, Neely et al. 2002; SMART, Cross and Lynch 1988), 
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long-term/sustainable competitive advantage is measured in this research 
by the following descriptive indicators: 


e the company has been steadily outcompeting other firms in terms of 
customer satisfaction; 

e the company has been steadily growing its loyal customer base; 

e the company has been a sought-after employer. 


Due to the reasons expounded in the Preface to this book and through- 
out Chap. 3, companies reporting both short-term and long-term com- 
petitive advantage characteristics are the central focus of this research. 
Later in the book, some of these will be described as having ‘extremely 
strong competitive advantage’, which translates into their having reported 
all the long-term and at least three out of four of the short-term competi- 
tive advantage descriptions. Three additional cohorts of companies will be 
presented in the background: companies with ‘strong competitive advan- 
tage’ are those that reported at least two short-term and two long-term 
descriptions; the label ‘uncertain competitive advantage’ characterizes 
companies that reported three descriptions (including no more than one 
long-term description); finally, the ‘no competitive advantage’ group con- 
sists of companies reporting no more than two short-term advantage 
descriptions. 

According to the discussion on possible differences among companies 
in their ability to generate relational rents and on the system of RM mid- 
range theories presented in Chap. 2, the overall impact of RM maturity on 
competitive advantage should be a stable effect. However, to potentially 
enrich the RM discourse and in line with research principle 3 defined in 
Chap. 3, the remaining questions in section E are aimed to additionally 
characterize the four cohorts of companies from different angles: 


e economic sizes measured by the number of customers and the num- 
ber of employees (the latter based on EU classification; 
Eurostat 2020a); 

e market focus and business model; 

e Polish Classification of Business Activities compliant with NACE 
rev.2 (Eurostat 2020b); 

e organizational structure according to H. Mintzberg’s typol- 
ogy (1993). 
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An integral part of a questionnaire is its grading scale. In this study the 
informants were asked to assess to what extent the descriptions provided 
matched the realities of their companies on a 0-10 scale. If a score of ‘10’ 
was chosen, the respondent assessed the given description as completely 
adequate to the situation in the company. Score ‘1’ meant the opposite, 
and the other scores were to be applied as shades of intermediary situa- 
tions. Score ‘0’ could be used if the interviewed person was not knowl- 
edgeable in a particular field (McDaniel and Gates 2015). 

The ten-point + ‘0’ scale was deliberately chosen for several reasons. 
First, this scale usually achieves a higher explanatory power and thus a 
higher nomological validity than fewer-point scales, such as the seven- 
point Likert scale or even more so the popular five-point Likert scale 
(Coelho and Esteves 2007a, p. 334). Second, in odd-point scales the mid- 
point is typically used to reduce the response effort. This results in a fake 
distribution pattern, which overestimates the true frequency associated 
with this point (Coelho and Esteves 2007b, p. 549). Third, by having very 
clearly spread extremes, the ten-point scale seemed to be more capable of 
differentiating between truly and superficially relationship-oriented firms, 
which is in line with principle 4 of research design defined in Chap. 3. 
Moreover, the natural reference of a ten-point scale to the metric system, 
which is used in Poland, did not demand more effort from the respon- 
dents than the Likert odd-point scales. In accordance with E. Cox’s guide- 
lines based on information theory and the absolute judgement paradigm 
of psychophysics, ten response alternatives plus ‘0’ seem to be refined 
enough to be capable of transmitting most of the information available 
from informants without unnecessarily encouraging response error (1980). 

A related matter was the decision as to what score levels could be quali- 
fied as indicating RM maturity. Furthermore, would it be enough to reach 
the average or mean set at a particular level to qualify for further analysis, 
or would only descriptions which met a score at the minimum set level in 
every observation qualify? With reference to the fact that the descriptions 
used in the questionnaire are generally positive statements and given the 
articulated acute risk of collecting ‘positive illusions’ rather than objective 
facts (Martins and Kambil 1999), and thus the risk of mixing truly rela- 
tionship-oriented companies with those who are only superficially devoted 
to RM (what was also reflected in the H1tm theory-methodic hypothesis), 
it was decided to adopt a stringent qualification mechanism. Therefore, 
only descriptions rated 9 or 10 in every observation were made eligible as 
components of the RM maturity model. One can assume that these top 
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answers are significantly less likely to be biased by wishful thinking as they 
clearly represent the ‘positive extreme’ associated with easily understand- 
able 90-100% levels. By contrast, scores of 7 and 8 may still provide much 
comfort for those respondents who nurture their psychological needs by 
answering in an overly positive way. 

This assumption is in line with empirical research, based on Net 
Promoter Score (NPS) methodology, which is a globally respected mea- 
sure of customer prospective loyalty (Samson 2006; Schmidt-Subramanian 
et al. 2019). Its foundations were laid by F. Reichheld and his team at Bain 
& Company, who managed to link customer declarations of product rec- 
ommendations with actual referrals and purchasing history. However, this 
link appeared only to remain true if respondents reported 90-100% cer- 
tainty. These customers generated 80% of referrals and were two times 
more likely to repurchase from the same company than customers report- 
ing scores of 7-8 (Reichheld and Markey 2011, pp. 49-52). In other 
words, the demarcation line between what people merely declare and what 
really holds lies at score 9, or 90% certainty. 

Admittedly, NPS has also been criticized. Some researchers were not 
able to reproduce the causal link between NPS and revenue growth 
(Keiningham et al. 2007; Pingitore et al. 2007), albeit not using the same 
methodology and relying on third-party data (Whitlark and Rhoads 
2011). Some have criticized its applicability across different cultures; how- 
ever, they have failed to provide an adequate empirical refutation (Bendle 
and Bagga 2016). Others somewhat caustically referred to the title of 
F. Reichheld’s original article in Harvard Business Review, “The one num- 
ber you need to grow” (2003), and the simplicity of NPS, by invoking the 
limitations he had earlier personally indicated or eliminated (East et al. 
2011; Fisher and Kordupleski 2019; Klaus and Maklan 2013; Grisaffe 
2007). Some authors have even felt that F. Reichheld’s alleged self-critique 
partly discredits his own work on customer loyalty (Sharp 2008). 
Nonetheless, NPS has been proved by other researchers to be a valid and 
stable customer behaviour predictor (Feehan et al. 2009; Samson 2006). 
Particularly important for the present research is that the same authors 
who criticize NPS simultaneously agree that the impact of customer satis- 
faction on the share of customer wallet and firms’ revenues is sharply non- 
linear (Keiningham et al. 2014). 

This extensive comment on NPS is not only intended to advocate for 
the chosen interpretation of empirical results. It will also have an impact 
on the discussion on RM upper mid-range theory in Chap. 5. In fact, what 
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F. Reichheld proposes to measure by NPS can be to some extent termed a 
highly aggregated RM capabilitys indicator. Moreover, some of its limita- 
tions can be mapped to the challenges in linking the RM business model 
and competitive advantage of a firm. However, first let us concentrate on 
the research methodology and the empirical results. 


4.2 ANALYTICAL STRATEGY 


The sampling universe consisted of the population of all Polish companies 
(3,520,272 entities). The sample comprised 608 Polish firms stratified by 
the main industries according to the Polish Classification of Business 
Activities compliant with the EU industry standard classification. The 
stratification also covered company size (in terms of the number of 
employees). However, the sample deliberately does not truly reflect the 
population of Polish firms in this respect. According to the Polish Central 
Statistical Office, more than 96% of registered companies in Poland 
employ 1-9 employees. As many as 95% of them are run by a single natural 
person, and in approximately 70% of cases as a form of self-employment 
(to avoid a tax burden imposed on formal employment). Moreover, 46% 
of these one-man companies do not survive their first two years, and 69% 
close within five years of founding (PARP 2011, pp. 17, 49). Since, in this 
study, the focus is placed on the search of RM patterns of achieving sus- 
tainable competitive advantage, such ephemeral companies are not located 
at the heart of its research interest. Therefore, in terms of size, the sample 
was divided into almost four equally numerous cohorts (compare in the 
online appendix attached to this book). 

The desired respondents were marketing, sales and HR managers, or in 
case of the smaller firms, their owners. One-man companies were not con- 
tacted at all. There were two pooling methods and three steps in the data 
collection procedure. To test the questionnaire before the main pooling 
stage started, the author of this book personally conducted eight direct 
interviews. The interlocutors were either executive board members or 
CRM project team members. As a result, some overlapping questions 
were removed or slightly rephrased to achieve more clarity. The primary 
data collection method was the Computer Assisted Telephone Interview 
(CATI), conducted by an external provider. The pooling procedure started 
with a pilot of 100 net interviews. Before the main group of records was 
collected, some additional minor amendments in order and wording of 
the questions were made to reduce the necessity for construing during an 
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interview and the likelihood of misinterpretations of the substance of the 
asked questions. There were no significant differences between the levels 
of answers measured in any of the pooling stages. According to the statis- 
tics presented in Table 4.2, the response rate for this survey reached 13.1%. 

Despite all efforts of survey practitioners (introducing new communi- 
cation channels, reminders and incentives, optimizing questionnaires) 
non-response is a persistent and impeding problem (Baruch 1999; Baruch 
and Holtom 2008; Hansen and Hurwitz 1946). However, a high nominal 
response rate should not be an end in itself. A survey that yields a low 
response rate can still do a fairly good job, if the effectively interviewed 
population is similar to the whole population from which it was originally 
drawn (Dillman 1991). The errors in survey coverage due to unit non- 
response can be compensated by applying weighting procedures (Dey 
1997). Among various weighting methods, in this research, auxiliary 
information for the intended respondents was applied (Holt and Elliot 
1991). Therefore, the sample design included the application of replace- 
ment samples to mimic the target population distribution in terms of 
industrial sectors and company size. To complete 600 telephone inter- 
views, 9 replacement samples were needed. The whole process took only 
a few weeks; hence the time factor did not have an impact on the variance 
of results. In addition, the responses of the two halves of the dataset were 
compared. No significant differences between the variables were identi- 
fied, which suggests that unit non-response bias is unlikely. 

Item non-response mainly affected group B questions regarding ICT 
(e.g. CRM systems) and, to some extent, group D questions regarding 
departmental processes (e.g. nurturing online brand community). This is 
due to the number of companies that did not use any class of the surveyed 
ICT systems or did not manage the processes they were asked for. Usually 
data imputation is applied to prevent the reduction of sample size by 


Table 4.2 Response statistics in CATI survey 


Status Quantity 
No phone connection 721 
Refusal 2726 
Postponed and not completed 535 
Completed 600 


Total 4582 


Source: CATI research agency Biostat 
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discarding incomplete records from the analysis. However, data imputa- 
tion works on an assumption of a random item non-response, which may 
produce another class of error (Gilley and Leone 1991). Also, in the case 
of this research the risk of heavily distorting the data patterns by the appli- 
cation of distance functions was too high. For example, illogical random 
similarities to CSR or HR might have been used to impute ICT gover- 
nance. Post-stratification was also not applied, although this procedure is 
commonly used to adjust the sampling weights so that the estimated pop- 
ulation sizes remain as they were in the stratified sample (Lumley 2011). 
In the subject dataset, however, none of the descriptive items affected by 
a relatively high non-response could potentially influence the final pro- 
posal of the RM maturity model, as they all scored too low to be qualified 
for further analysis. The distribution of missing data for all the questions 
is reported as ‘0’ in the online appendix attached to this book. 

The dominant method in quantitative empirical research on marketing 
and strategic management is the use of structural equation models (SEM; 
Chin et al. 2008; Shook et al. 2004). These are often built on a set of 
several questions of different granularity, which deal with more or less 
important business practices that are arbitrarily combined in several con- 
structs directly or indirectly influencing the business results (Hair et al. 
2012). The discussion or conclusions tend to comment on the statistical 
importance of the aggregated measure, while the outstanding activities are 
often listed only in the appendixes (if provided). In particular, although 
SEM can be used to systematically highlight the estimated strength of the 
relationships among assumed variables, the nature of these relationships 
and the actual ordering of the variables is always a matter of adopted con- 
vention (Bacharach 1989). Meanwhile, causal links between the variables 
may coexist with reciprocal ones, or some variables may only randomly 
correlate with important constructs (Scott 2002). Nonetheless, if the the- 
ory ‘fits the data’, the alternative explanations will typically not be analysed 
(Carter and Hodgson 2006). Meanwhile, approximately 75% of SEM- 
based papers are reported to have at least one radically different equivalent 
model (Rong and Wilkinson 2011, p. 137). It is not surprising that quan- 
titative research has been criticized as an impressive way of diminishing 
reality by providing ‘exactly approximate’ variables, averages and distribu- 
tions (Gummesson 2017). 

Given all the challenges in studying the RM maturity and owing to the 
fact that the H-D theory confirmation method does not provide selection 
criteria for choosing among analytically valid explanations of empirically 


138 B. DESZCZYŃSKI 


captured phenomena (Ketokivi and Mantere 2010), instead of SEM-based 
inference this research applies machine learning techniques in the form of 
basket analysis/association rules mining. By harnessing sophisticated 
mathematical algorithms, these techniques offer simplicity and parsimony 
in data presentation without sacrificing the virtue of empirical adequacy 
(Hruschka 2019). The basic idea behind basket analysis/ association rules 
mining can be best related to the dilemma of a retailer. If a customer buys 
product a and product BP, how likely is it that they will be interested in 
buying product y? Provided there is evidence in the data for some kind of 
rule linking a, $, y and more complicated variables containing sets of 
products, a retailer might find a key to successfully promote a basket of 
products that the given customer is likely to purchase as a bundled offer. 
The method is also suitable for the analysis of complex phenomena such as 
multilevel processes involving micro (e.g. organizational behaviour) and 
macro (organizational strategy) variables (Aguinis et al. 2013). The same 
applies to rules linking RM activities and the approaches of highly success- 
ful companies. 

Let I = {z1, 12, ..., ik} be a set of k binary attributes called items, where 
k denotes the number of attributes. 

In a set of transactions (answers to questions), each transaction contains 
a subset of J, marked by an individual respondent’s identifier. 

Let 77 = (tl, t2, ..., tn}, where Tj € = Iis a set of transactions, where z 
denotes the number of respondents. 

Basket analysis focuses on finding non-trivial patterns within the answers 
of respondents, which are defined as: 


A>B 


where A, B € Jand An B = @. The subset of items A is called antecedent 
(left-hand side—LHS) and the subset of items B is called consequent 
(right-hand side—RHS). The symbol => indicates the rule linking the 
item sets. 

Unlike in the case of SEM, where it would be necessary to build an ex 
ante model assuming the existence of relationships between items aggre- 
gated to a limited number of variables and constructs, the adopted method 
made it possible to avoid biasing the results of statistical inference with a 
predefined vision of what the final RM maturity model should look like. 
Certainly, the applied questionnaire does also entail a vision of what activi- 
ties and approaches may characterize an RM-mature company. However, 


4 VALIDATING THE RELATIONSHIP MANAGEMENT MATURITY CONCEPT 139 


it is proposed as the preliminary model, a wide palette of options, which 
could be only partly relevant and relatively freely intertwined without any 
harm to the final model. In this sense this research has an exploratory 
character. 

Another advantage is the freedom in defining target variables (different 
levels ofcompetitive advantage) as combinations of questions self-reported 
by the respondents, without having to assume any latent variable(s) that 
might be measured by their answers. Instead, the focus was placed on 
uncovering hidden complex relationships between the descriptive vari- 
ables in an intuitive way that can be easily communicated to wider audi- 
ences (Aguinis et al. 2010). Moreover, the multiple-choice questions 
concerning different company characteristics (including the question on 
competitive advantage) are based on a nominal measuring scale, and the 
40 descriptive questions incorporate a ten-point interval scale supple- 
mented by an additional ‘0’ answer. This limits the applicability of classic 
SEM inference, which requires at least the use of ordinal scales. Basket 
analysis/association rules work well even with weak scales and allow item 
non-response without having to take the risk of data imputation (Aguinis 
et al. 2013; Aumann and Lindell 2003). 

Finally, the computed rules can be easily quality controlled by the use 
of several notations. This is of particular importance in large databases, as 
in a dataset consisting of k items, the square of k combinations is possible. 
Therefore, following Hornik et al. and Hahsler (2005; 2011), three nota- 
tions were introduced: support, confidence and lift. 

Support is the frequency of transactions containing all the items in both 
item subsets A and B. In other words, support denotes the probability of 
simultaneously observing A and B in the dataset. 


43-5(468j<7 00 


where N is the total number of all transactions and m (x) is the number of 
transactions containing x. 
In this research the minimum support was set to 0.5, which means that 
any of the presented rules will appear in at least 50% of transactions. 
Confidence indicates how often a particular rule has been found to be 
true. In other words, confidence denotes the conditional probability of 
observing the RHS of the rule in transactions that also include the LHS 
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selected in the first place. This can be assessed through the proportion of 
supports: 


n(A0B) 


n(A) 


where n(x) is the number of transactions containing x. 

In this research the minimum confidence was set to 0.9, which means 
that any of the rules will appear true in at least 90% of instances they 
apply to. 

Lift represents the ratio of the observed support to that to be expected 
if A and B were independent. If the antecedent and the consequent that 
build a rule are dependent on one another, lift should be greater than 1. 
In other words, lift indicates the probability of selecting B if A was selected. 


A> B=P(BIA)= 


_ (confidence) _ P(BIA) 
P(B) P(B) 


A>B 


In this research the minimum lift was set to 1.25, which means that any of 
the rules will imply the increase in probability of co-occurrence of its ante- 
cedent and consequent by at least 25%. 

With reference to the discussed theoretical assumptions and the adopted 
bias reduction strategy, the association rules mining procedure concen- 
trates entirely on the companies reporting 9- or 10-rated relational activi- 
ties and approaches, and thus mainly on the ‘extremely strong competitive 
advantage’ group. Therefore, before the actual statistical analysis started, 
each of the 40 descriptive questions incorporated in the preliminary RM 
maturity model were coded according to the following rule: 


śą e e {9,10} 


0 otherwise 


where Qk designates the original answers from the respondents to ques- 
tion k and notes that possible values were Qk e {1, ..., 10). Only variables 
denoted by zk were further analysed within the group of companies with 
‘extremely strong competitive advantage’. This allowed the analysis to be 
narrowed down to items that may have the highest impact on RM maturity. 
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4.3 THe EMPIRICAL RESULTS ON RM MATURITY AND 
COMPETITIVE ADVANTAGE 


The statistical analysis of the empirical material was powered by the ‘R’ 
system enhanced by the packages ‘arules’ and ‘arulesViz’, which facilitate 
mining and visualization of association rules and frequent item sets. 
Table 4.3 shows the share and number of companies in the dataset charac- 
terized by different levels of competitive advantage. 

Before presenting the actual rules, some introductory descriptive statis- 
tics will be analysed. Figure 4.1 shows a regular ascending tendency across 
all RM maturity characteristics (small grey dots), in the overall means (big 
grey dots in the boxes), quartiles 1 and 3 (the bottom/upper parts of the 
boxes), and medians (the black lines in the boxes) in relation to the com- 
petitive advantage achieved. In addition, Fig. 4.2 depicts the differences 
between the companies having ‘extremely high competitive advantage’ 
and the ‘no competitive advantage’ group in each and every factor. Both 
figures indicate that the companies with ‘extremely high competitive 
advantage’ had higher mean scores for almost every item. The only nota- 
ble exceptions are a few items from group B (ICT systems). Nonetheless, 
these differences are small (no more than 3.7%), and the overall average 
score level of all group B items is the lowest in the pool. Therefore, they 
must be playing only a background role in achieving competitive advantage. 

These findings are of particular importance with regard to the relatively 
small number of companies with ‘extremely high competitive advantage’ 
in the analysed sample. For obvious reasons, top-performing companies 
are always scarce in the population of business entities, whenever competi- 
tive advantage or (as it seems based on this data) RM maturity is con- 
cerned. Therefore, it is important that the concept of RM maturity based 
on association rules computed in this small group is also indirectly justified 
by the trends observed in the whole dataset. 


Table 4.3 Companies of different competitive advantage in the dataset 


Competitive advantage Share of companies (%) Number of companies 
Extremely strong 4 24 
Strong 15 92 
Uncertain 13 76 


None 68 416 
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Average answers on questions a01 to d12 


T r = r 
No advantage Uncertain advantage Strong advantage Extremly strong advantage 


Fig. 4.1 Mean results for every item in the dataset broken down by competitive 
advantage groups 


The legitimacy of the elaborated results based only on the ‘extremely 
high competitive advantage’ group of firms could also be potentially ques- 
tioned, if this group were to reveal some important characteristics other 
than proficiency in distinct RM activities and approaches and the highest 
level of competitive advantage. Figure 4.3 condenses the information on 
the four clusters of companies based on their questionnaires’ section E 
characteristics. The first impression is that the companies with at least 
some elements of the competitive advantage compound are in many 
aspects much more comparable than the ‘no competitive advantage’ group 
of companies. They tend to be larger and more likely to have numerous 
clients and employees. By contrast, the most significant peculiarity of the 
‘extremely strong competitive advantage’ group of companies is its domi- 
nant B2B focus. This, however, does not come as a surprise as RM origi- 
nates in industrial marketing (Payne and Frow 2017), and CRM is 
technically easier to facilitate in contractual markets (Deszczyński 2008). 

Concerning the declared business model and the main industry, the 
top-performing companies report activities in all three major business 


4 VALIDATING THE RELATIONSHIP MANAGEMENT MATURITY CONCEPT 143 


10.0 4 


Extreme strong advantage 
m 
o 
r 


2.54 


0.04 
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Fig. 4.2 Comparison of differences in the mean results between the ‘extremely 
high competitive advantage’ and ‘no competitive advantage’ groups of companies 


domains, production, commerce and services, which confirms the findings 
of Reinartz et al. (2004), who insist that CRM benefits do not vary signifi- 
cantly across industries. Notably, and in line with the SDL, the greatest 
share among these companies were those who declared organizing a com- 
plex chain of value creation (services or production and commerce struc- 
tures, customer service, and augmented services). Interestingly, all groups 
of companies are relatively comparable in terms of organizational struc- 
ture according to H. Mintzberg’s typology (1993). Although by having a 
stronger profile of small entities, the ‘no competitive advantage group’ of 
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| E1: Customers E2 Employees ||  E3:Mańetfocus || 4: Business Model ES: Industry E6: Managoment 


Levels. 
Fig. 4.3 Companies’ characteristics across groups of achieved competitive 
advantage. Note: For decoding the results on the X axis, please refer to section E 
of the questionnaire 
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companies stands out with its proportion of ‘strong leadership and cen- 
tralization’ type. Nonetheless, given other similarities, the organizational 
structure seems not to have a decisive impact on the likelihood of achiev- 
ing sustainable competitive advantage. To sum up, the ‘extremely high 
competitive advantage’ group of companies remains diversified and rela- 
tively similar to other groups of companies, with only a few notable but 
logical differences. This is in line with the conclusions of other researchers 
who did not find any significant differences in industry type and commod- 
itization among companies achieving relationally based competitive advan- 
tage (Coviello et al. 2002; Sharma and Iyer 2007; Reimann et al. 2010). 
Therefore, what these companies achieve in terms of RM maturity is valid 
and potentially transferable to all entities, and thus these results are gener- 
alizable. Hence, the identified set of association rules computed for the 
group of companies with ‘extremely strong competitive advantage’ can be 
viewed as representing a bundle of capabilities that forms a critical mass of 
proficiency in RM and foretells a sustainable competitive advantage. 
Table 4.4 contains a list of rules, with the level of notations and the 
number of companies with these rules identified. Figure 4.4 visualizes the 


4 VALIDATING THE RELATIONSHIP MANAGEMENT MATURITY CONCEPT 145 


Table 4.4 Association rules computed for the ‘extremely strong competitive 
advantage’ group of companies 


Rule LHS RHS Count Support Confidence Lift 
1 A06 > A05 12 0.52 1.00 1.25 
2 Col > C03 12 0.52 1.00 1.53 
3 Col > C08 12 0.52 1.00 1.53 
4 A02 > D05 12 0.52 0.92 1.42 
5 A02 > C03 12 0.52 0.92 1.42 
6 A04 > C08 12 0.52 0.92 1.42 
7 C03 > C08 12 0.61 0.93 1.43 
8 C08 > C03 12 0.61 0.93 1.43 
9 C01, C03 > C08 12 0.52 1.00 1.53 
10 C01, C08 > C03 12 0.52 1.00 1.53 
11 C03, D03 > C08 12 0.52 1.00 1.53 
12 C08, D03 > C03 12 0.52 1.00 1.53 
13 C03, DO5 > C08 12 0.52 0.92 1.42 
14 C08, DO5 > C03 12 0.52 1.00 1:53 
15 C03, D08 > C08 12 0.52 1.00 1.53 
16 C08, D08 > C03 12 0.52 0.92 1.42 


Note: For decoding the LHS and RHS, please refer to sections A, C and D of the questionnaire provided 
in Table 4.1. Count represents the number of companies for which the particular rule was reported. By 
coincidence, for every rule it equals 12, but the set of companies reporting the rules differs in every case. 


same results in a network structure highlighting multifaceted associations 
between the items. Thus, the task of verifying the elements that constitute 
the final proposal of the RM maturity model (empirically validated suc- 
cessful RM business model) is completed. 

What is worth noting is that the association rules based on 9/10 scores 
could only be computed among the top-performing companies, whereas 
the differences between the means of the top-performing and underper- 
forming companies on average reached no more than 30%, and in most 
cases around 10%. The only exception was a single rule identified in the 
group of companies with ‘strong competitive advantage’ linking items 
COl and C03. However, the same rule (R2) was also reported for the 
companies with ‘extremely strong competitive advantage’. This observa- 
tion not only directly validates the R2 rule, but also matches the reported 
correlation of ascending levels of competitive advantage and RM maturity. 
Hence, the discovered rules do not appear to be an accidentally isolated 
effect but rather indicate a non-linear regularity. 
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Fig. 4.4 The network of association rules. Note: For decoding the item subsets 
composing the rules, please refer to sections A, C and D of the questionnaire 


The first impression after analysing the basket containing the RM activ- 
ities and approaches marked by the association rules is that both RM 
maturity and sustainable competitive advantage correlate with ethics. 
Thirteen out of sixteen rules linking distinctive RM characteristics, 
reported by market leaders, include items which directly deal with collabo- 
ration, fairness, openness and respect. The strongest rules supplied in the 
analysis (R7 and R8) include two reciprocally correlated items (C03 and 
C08): the promotion of positive values and attitudes of the company cre- 
ates a working ambience, which supports communication and coopera- 
tion, and in turn, good communication and cooperation (regardless of 
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structure and hierarchy) contribute to the perception of corporate efforts 
to instil positive values and attitudes as meaningful and sincere. At the 
same time, an ethical company does not seem to be necessarily concentrat- 
ing on its external stakeholders, but rather it starts by taking care of the 
well-being of its own employees (note that item C07 concerning CSR- 
labelled engagement did not qualify for any of the top rules). 

A good working ambience coincidences with a positive perception of 
company leadership, and in an even stronger way it emphasizes the inter- 
nal nature of RM maturity. Rules R2 and R3, as well as rules R9 and R10, 
which incorporate items C01, C03 and C08, reinforce this view by empha- 
sizing the importance of authentic leadership based on professionalism, a 
sense of responsibility (subsidiarity to employees) and an admirable moral 
stance. It seems that, regardless of times and social context, people need 
leaders, and they adjust their attitudes towards leader-sponsored ventures 
according to the trust and engagement they cultivate. In this context lead- 
ership and management skills, including the ability to balance the ever- 
present pressure for short-term profits with the investment of time and 
money in an employee-friendly working environment, advance to a central 
point in the top management’s agenda (Chmielecki and Sułkowski 2018). 
It seems also that a basic tool of leadership (aside from someone being a 
living example of right behaviour) is open communication (the willingness 
and ability to listen to and discuss peoples” ideas, expectations and 
problems). 

Rules R4 and R5 include the third ethical item (A02), which presents 
an official rooting of ethical behaviour in a corporate strategy. The link 
between this declaration and the actual behaviour in R5 is clear. By con- 
trast, R4 requires a deeper reflection, as it links the composite of ethics 
with the dominant role of direct communication with customers. However, 
it seems that the ethical approach to business creates an environment for 
communication which is both meaningful for customers and beneficial for 
the company (e.g. in terms of marketing conversions). Known as extreme 
customer-centricity or customer value-based organizational culture, this 
means, rather than spamming customers with remote offers, educating 
them about the impact of their choices on community and society and 
making sure no customer makes a mistake or overlooks some benefit 
(Peppers and Rogers 2013; Sheth 2017). In other words, being ethical 
also means that the companies have something relevant to say to their 
individual customers/ business partners that can be most effectively com- 
municated in a one-to-one interaction. The ethical issues, partnership 
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cooperation and good communication go hand-in-hand in the pairs of 
rules R11 and R12, R13 and R14, and R15 and R16, where they change 
positions as LHS and RHS, accompanied by processual D-type items: 
D03, D08 and D05. In terms of D05, again the link between fairness and 
a good working climate and the ability to communicate relevantly is rein- 
forced. The other items also deal with communication, but in a more 
specific context of lead management (D03) and customer feedback analy- 
sis (D08). 

Regrettably, lead management is quite a rare subject of scientific exami- 
nation. However, in the author's own research conducted across several 
industries in Poland, a catastrophic underperformance in managing leads 
was reported, marked by an average 30% loss of prospective buyers only 
because companies failed to give any answer to customers” enquiries 
(Deszczyński 2016; Deszczyński and Mielcarek 2014). Although many 
tactical answers could partly explain such poor performance, the roots of 
this problem most likely lie in the hands of top management, who created 
a working environment of disengagement (Bonner et al. 2016; Kelleher 
2011). To make matters worse, if companies are not able to partner in a 
dialogue with their customers at a point so close to sales, an even poorer 
performance can be expected elsewhere, particularly when customers 
report dissatisfaction. Hence, according to rules R11, R12, R15 and R16, 
lead management and customer feedback analysis can act as a relatively 
easy way to capture indicators reflecting the degree of a company’s RM 
maturity. 

The ability of a company to manage relationships with non-customer 
external stakeholders is reflected in rule R6. It directly links items A04 
and C08, which means that the ability to holistically assess, for example, 
the role of a supplier in a total-cost-of-ownership perspective indicates a 
good internal working culture. In a business practice, this can mean that, 
for example, a purchasing department’s focus is not only placed on tradi- 
tional short-term savings, but it also takes into account the quality or 
logistical issues important for other departments (Kahkonen and 
Lintukangas 2018). 

Finally, rule R1 links the ability to purposefully manage relationships 
with all direct customers of a company (A06) to the ability to do this selec- 
tively towards the very best of them (A05). It looks like a remote phenom- 
enon detached from the network of the other 15 rules (compare Fig. 4.4). 
However, assessed from the perspective of the ability to effectively com- 
municate, represented by the focal C03 and C08 items, it perfectly 
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complements the whole picture of mature RM orientation. In addition, 
among all the others, item A06 reached the highest mean score (9.17) and 
quartile 1 score (8.75), which positions the selective individualization of 
relationship management (distinct from ICT-powered mass customization 
efforts) as a central characteristic of a mature relationship-oriented 
company. 

Although the fact that not all of the RM dimensions contribute equally 
to business performance was evidenced in the literature (Pozza et al. 
2018), what comes as something of a surprise is the total absence of tech- 
nological issues in the final proposal of the RM maturity model. Moreover, 
top-performing companies scored slightly worse on some of the ICT- 
related items, with B03 (referring to a central customer data warehouse) 
as the most striking example (the average of top-performing companies 
was 3.7% below the average of poor performers). This does not mean 
companies can do away with ICT tools. The global COVID-19 crisis has 
shown that modern communication technology is a vital aspect for every 
business, whether internal or external communication is concerned. 
However, it seems that ICT plays a secondary, supporting role, facilitating 
the way to success for companies that have already mastered RM as a pre- 
dominately human-to-human concept. Owing to the fact that this research 
was conducted before the outbreak of the COVID-19 crisis, some addi- 
tional comments concerning ICT issues are offered in the Final Note. 

Although not included in the list of the strongest rules, the position of 
items A08, D06 and D07 is also worth noting. On average, all of them 
scored no more than 8.0 and no more than half of the scores were 9 s or 
10s, but they exhibit the largest (more than 2 points on average) distance 
between the companies with ‘extremely strong competitive advantage’ 
and the ‘no competitive advantage’ group. This may mean that they are 
particularly challenging, also for the best companies, even if from a bench- 
marking point of view they do a good job. However, for whatever reason 
the current level of competition does not necessitate more performance in 
these respective areas, so they can be seen as additional key factors of RM 
competence in the future. Moreover, describing a part of the customer 
interface, items D06 and D07 may potentially complement items D03 and 
D08 as relatively easy to capture and test indicators of RM maturity. All of 
them seem to be putting the coordination of CRM activities to a real test. 

Although the empirical research validates and refines the RM maturity 
model and provides substance to formulate reasonable guidelines for its 
successful implementation, the very concept, like any H-D framework, 
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only explains the selected realm of business reality. While company charac- 
teristics provided in group E of the questionnaire generally showed that 
the RM maturity model is not discriminatory towards any particular 
industry, company size or even management style, some unidentified 
internal or external factors may have influenced the ability of some com- 
panies to capitalize on their relationship portfolio. Hence, there are ques- 
tions that need to be further discussed. In particular, why is achieving 
RM-based sustainable competitive advantage largely a game ofall or noth- 
ing? In the end, 70% or 80% performance is still a fairly good result. And 
how is it possible that RM-immature firms could ever survive facing the 
competition of their truly RM-oriented rivals? These and other issues can- 
not be addressed by the RM maturity model alone, but need a wider per- 
spective offered by the discussion on the RM upper mid-range theory 
conducted in the next and final chapter. 


REFERENCES 


Aaker, David A. 1989. Managing Assets and Skills: The Key to a Sustainable 
Competitive Advantage. California Management Review 31 (2): 91-106. 
https://doi.org/10.2307/41166561. 

Adér, Hermanus Johannes. 2008. Advising on Research Methods: A Consultant’s 
Companion. Huizen: Johannes van Kessel Publishing. 

Aguinis, Herman, Steve Werner, JéAnna Lanza Abbott, Cory Angert, Joon Hyung 
Park, and Donna Kohlhausen. 2010. Customer-Centric Science: Reporting 
Significant Research Results With Rigor, Relevance, and Practical Impact in 
Mind. Organizational Research Methods 13 (3): 515-539. https://doi. 
org/10.1177/1094428109333339. 

Aguinis, Herman, Lura E. Forcum, and Harry Joo. 2013. Using Market Basket 
Analysis in Management Research. Journal of Management 39 (7): 1799-1824. 
https: //doi.org/10.1177/0149206312466147. 

Alvesson, Mats, and Stanley Deetz. 2000. Doing Critical Management Research. 
London: SAGE. 

Alvesson, Mats, and Kaj Skóldberg. 2009. Reflexive Methodology: New Vistas for 
Qualitative Research. London: SAGE. 

Alwin, Duane F. 2007. Margins of Error: A Study of Reliability in Survey 
Measurement. Hoboken: John Wiley & Sons. 

Aumann, Yonatan, and Yehuda Lindell. 2003. A Statistical Theory for Quantitative 
Association Rules. Journal of Intelligent Information Systems 20 (3): 255-283. 
https: //doi.org/10.1023/A:1022812808206. 


4 VALIDATING THE RELATIONSHIP MANAGEMENT MATURITY CONCEPT 151 


Bacharach, Samuel B. 1989. Organizational Theories: Some Criteria for Evaluation. 
The Academy of Management Review 14 (4): 496-515. https://doi. 
org/10.2307/258555. 

Baruch, Yehuda. 1999. Response Rate in Academic Studies-A Comparative 
Analysis. Human Relations 52 (4): 421-438. _ https://doi. 
org/10.1177/001872679905200401. 

Baruch, Yehuda, and Brooks C. Holtom. 2008. Survey Response Rate Levels and 
Trends in Organizational Research. Human Relations. https://doi. 
org/10.1177/0018726708094863. 

Bendle, Neil T., and Charan K. Bagga. 2016. The Metrics That Marketers Muddle. 
MIT Sloan Management Review 57 (3): 73-82. 

Biemer, Paul P. 2010. Total Survey Error: Design, Implementation, and Evaluation. 
Public Opinion Quarterly 74 (5): 817-848. https://doi.org/10.1093/ 
poq/nfq058. 

Bonner, Julena M., Rebecca L. Greenbaum, and David M. Mayer. 2016. My Boss 
Is Morally Disengaged: The Role of Ethical Leadership in Explaining the 
Interactive Effect of Supervisor and Employee Moral Disengagement on 
Employee Behaviors. Journal of Business Ethics 137 (4): 731-742. https:// doi. 
org/10.1007/s10551-014-2366-6. 

Carter, Richard, and Geoffrey M. Hodgson. 2006. The Impact of Empirical Tests 
of Transaction Cost Economics on the Debate on the Nature of the Firm. 
Strategic Management Journal 27 (5): 461-476.  https://doi. 
org/10.1002/smj.531. 

Chandra, Yanto, and Jan F. Wilkinson. 2017. Firm Internationalization from a 
Network-Centric Complex-Systems Perspective. Journal of World Business 52 
(5): 691-701. https://doi.org/10.1016/j.jwb.2017.06.001. 

Chin, Wynne W., Robert A. Peterson, and Steven P. Brown. 2008. Structural 
Equation Modeling in Marketing: Some Practical Reminders. Journal of 
Marketing Theory and Practice 16 (4): 287-298. https://doi.org/10.2753/ 
MTP1069-6679160402. 

Chmielecki, Michal, and Lukasz Sutkowski. 2018. Cultural Factors of Trust in a 
Public Organization as a Workplace. In Managing Public Trust, ed. Barbara 
Koéuch, Stawomir J. Magala, and Joanna Paliszkiewicz, 99-114. Cham: Springer 
International Publishing. https: //doi.org/10.1007/978-3-319-70485-2_7. 

Clarke, Irvine. 2001. Extreme Response Style in Cross-cultural Research. 
International Marketing Review 18 (3): 301-324. https://doi.org/ 
10.1108/02651330110396488. 

Coelho, Pedro S., and Susana P. Esteves. 2007a. The Choice between a Fivepoint 
and a Ten-Point Scale in the Framework of Customer Satisfaction Measurement. 
International Journal of Market Research 49 (3): 313-39. https://doi. 
org/10.1177/147078530704900305. 


152 B. DESZCZYŃSKI 


Coelho, Pedro S., and Susana P. Esteves. 2007b. Correspondence Regarding “The 
Choice between a Five-Point and a Ten-Point Scale in the Framework of 
Customer Satisfaction Research”, by Pedro S. Coelho and Susana P. Esteves. 
International Journal of Market Research 49 (5): 547-49. 

Coviello, Nicole E., Roderick J. Brodie, Peter J. Danaher, and Wesley J. Johnston. 
2002. How Firms Relate to Their Markets: An Empirical Examination of 
Contemporary Marketing Practices. Journal of Marketing 66 (3): 33-46. 
https://doi.org/10.1509/jmkg.66.3.33.18500. 

Cox, Eli P. 1980. The Optimal Number of Response Alternatives for a Scale: A 
Review. Journal of Marketing Research 17 (4): 407-422. https://doi. 
org/10.1177/002224378001700401. 

Coyne, Kevin P. 1986. Sustainable Competitive Advantage-What It Is, What It 
Isn’t. Business Horizons 29 (1): 54. 

Crosby, Lawrence A., and Sheree L. Johnson. 2004. The Three Ms of Customer 
Loyalty. Marketing Management 13 (4): 12-13. 

Cross, Kelvin, and Richard Lynch. 1988. The “SMART” Way to Define and 
Sustain Success. National Productivity Review 8 (1): 23-33. 

Crowne, Douglas P., and David Marlowe. 1960. A New Scale of Social Desirability 
Independent of Psychopathology. Journal of Consulting Psychology 24 (4): 
349-354. https: //doi.org/10.1037/h0047358. 

Czakon, Wojciech. 2015. Podstawy metodologii badań w naukach o zarządzaniu. 
3rd ed. Ed. Wojciech Czakon. Warszawa: Oficyna a Wolters Kluwer business. 
https://ruj.uj.edu.pl/xmlui/handle/item/85236 

Davidson, Karina, and Michael William MacGregor. 1998. A Critical Appraisal of 
Self-Report Defense Mechanism Measures. Journal of Personality 66 (6): 
965-992. https://doi.org/10.1111/1467-6494.00039. 

Davis, James H., F. David Schoorman, Roger C. Mayer, and Hwee Hoon Tan. 
2000. The Trusted General Manager and Business Unit Performance: Empirical 
Evidence of a Competitive Advantage. Strategic Management Journal 21 (5): 
563-576. https://doi.org/10.1002/(SICI)1097-0266(200005)21:5<563:: 
AID-SMJ99>3.0.CO;2-0. 

De Jong, Martijn G., Jan-Benedict E.M. Steenkamp, Jean-Paul Fox, and Hans 
Baumgartner. 2008. Using Item Response Theory to Measure Extreme 
Response Style in Marketing Research: A Global Investigation. Journal of 
Marketing Research 45 (1): 104-115.  https://doi.org/10.1509/ 
jmkr.45.1.104. 

Deszczyński, Bartosz. 2008. Zewnętrzne Bariery Wdraćania Strategii CRM w 
Integrującej Się Europie. In Polityka Unijnej Integracji: Wybrane Relacje 
Zewnętrzne i Wewnętrzne, 361-376. Zielona Góra: Uniwersytet Zielonogórski. 

. 2016. The Maturity of Corporate Relationship Management. Gospodarka 

Narodowa 283 (3): 73-104. https://doi.org/10.33119/GN/100777. 


4 VALIDATING THE RELATIONSHIP MANAGEMENT MATURITY CONCEPT 153 


Deszczyński, Bartosz, and Paweł Mielcarek. 2014. The Online/Offline Gap in 
Lead Management Process. Przegląd Organizacji 8: 42-49. https://doi. 
org/10.33141po.2014.08.07 

Dey, Eric L. 1997. Working with Low Survey Response Rates: The Efficacy of 
Weighting Adjustments. Research in Higher Education 38 (2): 215-227. 
https: //doi.org/10.1023/A:1024985704202. 

Dillman, Don A. 1991. The Design and Administration of Mail Surveys. Annual 
Review of Sociology 17 (1): 225-249. https://doi.org/10.1146/annurev. 
so.17.080191.001301. 

Donaldson, Stewart I., and Elisa J. Grant-Vallone. 2002. Understanding Self- 
Report Bias in Organizational Behavior Research. Journal of Business and 
Psychology 17 (2): 245-260. https://doi.org/10.1023/A:1019637632584. 

Dornyei, Zoltan, and Tatsuya Taguchi. 2009. Questionnaires in Second Language 
Research: Construction, Administration, and Processing. Routledge. https:// 
doi.org/10.4324/9780203864739. 

East, Robert, Jenni Romaniuk, and Wendy Lomax. 2011. The NPS and the ACSI: 
A Critique and An Alternative Metric. International Journal of Market Research 
53 (3): 327-346. https:/ /doi.org/10.2501/1JMR-53-3-327-346. 

Eurostat. 2020a. Small and Medium-Sized Enterprises (SMEs) — Eurostat. 
https: //ec.europa.eu/eurostat/web/structural-business-statistics/structural- 
business-statistics/sme 

. 2020b. Europa - RAMON - Classification Detail List. https://ec.europa. 
eu/eurostat/ramon/nomenclatures/index.cfm?TargetUrl=LST_NOM_ 
DTL&StrNom=NACE_REV2&StrLanguageCode=PL&IntPcKey=&StrLayo 
utCode=HIERARCHIC 

Feehan, Michael, Cristina Ilangakoon, and Penny Mesure. 2009. Keeping Score. 
Marketing Research 21 (4): 6-10. 

Feurer, Rainer, and Kazem Chaharbaghi. 1994. Defining Competitiveness: A 
Holistic Approach. Management Decision 32 (2): 49-58. https://doi. 
org/10.1108/00251749410054819. 

Fisher, Nicholas I., and Raymond E. Kordupleski. 2019. Good and Bad Market 
Research: A Critical Review of Net Promoter Score. Applied Stochastic Models 
in Business and Industry 35 (1): 138-151. https://doi.org/10.1002/ 
asmb.2417. 

Foddy, William H. 1994. Constructing Questions for Interviews and Questionnaires: 
Theory and Practice in Social Research. Cambridge: Cambridge University Press. 

Gilley, Otis W., and Robert P. Leone. 1991. A Two-Stage Imputation Procedure 
for Item Nonresponse in Surveys. Journal of Business Research 22 (4): 281-291. 
https://doi.org/10.1016/0148-2963(91)90035-V. 

Grisaffe, Douglas B. 2007. Questions About the Ultimate Question: Conceptual 
Considerations in Evaluating Reichheld’s Net Promoter Score (NPS). Journal 
of Consumer Satisfaction, Dissatisfaction and Complaining Behavior 20: 36-53. 


154 B. DESZCZYŃSKI 


Gummesson, Evert. 2017. From Relationship Marketing to Total Relationship 
Marketing and Beyond. Journal of Services Marketing 31 (1): 16-19. https:// 
doi.org/10.1108/JSM-11-2016-0398. 

Hahsler, Michael, Sudheer Chelluboina, Kurt Hornik, and Christian Buchta. 
2011. The Arules R-Package Ecosystem: Analyzing Interesting Patterns from 
Large Transaction Data Sets. Journal of Machine Learning Research 12 (June): 
2021-2025. 

Hair, Joseph F., Marko Sarstedt, Torsten M. Pieper, and Christian M. Ringle. 
2012. The Use of Partial Least Squares Structural Equation Modeling in 
Strategic Management Research: A Review of Past Practices and 
Recommendations for Future Applications. Long Range Planning, Analytical 
Approaches to Strategic Management: Partial Least Squares Modeling in 
Strategy Research, 45 (5): 320-340.  https://doi.org/10.1016/j. 
Irp.2012.09.008. 

Hansen, Morris H., and William N. Hurwitz. 1946. The Problem of Non- 
Response in Sample Surveys. Journal of the American Statistical Association 41 
(236): 517-529. https://doi.org/10.1080/01621459.1946.10501894. 

Helgeson, James G., and Magne Supphellen. 2004. A Conceptual and 
Measurement Comparison of Self-Congruity and Brand Personality: The 
Impact of Socially Desirable Responding. International Journal of Market 
Research 46 (2): 205-233. https://doi.org/10.1177/147078530404600201. 

Holt, D., and D. Elliot. 1991. Methods of Weighting for Unit Non-Response. 
Journal of the Royal Statistical Society: Series D (The Statistician) 40 (3): 
333-342. https://doi.org/10.2307/2348286. 

Hornik, Kurt, Bettina Grün, and Michael Hahsler. 2005. Arules- A Computational 
Environment for Mining Association Rules and Frequent Item Sets. Journal of 
Statistical Software 14: 1-25. 

Horovitz, J. 1979. Strategic Control: A New Task for Top Management. Long 
Range Planning 12 (3): 2-7. https: //doi.org/10.1016/ 
S0024-6301(79)80001-1. 

Hruschka, Harald. 2019. Comparing Unsupervised Probabilistic Machine 
Learning Methods for Market Basket Analysis. Review of Managerial Science, 
August 23. https://doi.org/10.1007/s11846-019-00349-0. 

Kihkónen, Anni-Kaisa, and Katrina Lintukangas. 2018. Sustainable Supply 
Management Practices: Making a Difference in a Firm’s Sustainability 
Performance. Supply Chain Management: An International Journal 23 (6): 
518-530. https://doi.org/10.1108/SCM-01-2018-0036. 

Kaplan, Robert, and David Norton. 1992. The Balanced Scorecard — Measures 
That Drive Performance. Harvard Business Review January-February: 71-79. 

Keiningham, Timothy L., Bruce Cooil, Tor Wallin Andreassen, and Lerzan Aksoy. 
2007. A Longitudinal Examination of Net Promoter and Firm Revenue 
Growth. Journal of Marketing 71 (3): 39-51. https://doi.org/10.1509/ 
jmkg.71.3.039. 


4 VALIDATING THE RELATIONSHIP MANAGEMENT MATURITY CONCEPT 155 


Keiningham, Timothy L., Lerzan Aksoy, Edward C. Malthouse, Bart Lariviere, 
and Alexander Buoye. 2014. The Cumulative Effect of Satisfaction with 
Discrete Transactions on Share of Wallet. Journal of Service Management 25 
(3): 310-333. https:/ /doi.org/ 10.1108/JOSM-08-2012-0163. 

Kelleher, Bob. 2011. Engaged Employees Equals High-Performing Organizations 
(Achieving Successful Employee Engagement). Human Resource Management 
International Digest 19 (6). https://doi.org/10.1108/ 
hrmid.2011.04419faa.011. 

Ketokivi, Mikko, and Saku Mantere. 2010. Two Strategies for Inductive Reasoning 
in Organizational Research. Academy of Management Review 35 (2): 315-333. 
https://doi.org/10.5465 /amr.35.2.z0k315. 

Kihlstrom, John F., Eric Eich, Deborah Sandbrand, and Betsy A. Tobias. 1999. 
Emotion and Memory: Implications for Self-Report. In The Science of Self- 
Report, ed. Arthur Stone, Christine Bachrach, Jared Jobe, Howard Kurtzman, 
and Virginia Cain, 93-112. Psychology Press. https://doi.org/10.432 
4/9781410601261-12. 

Klaus, Philipp ‘Phil’, and Stan Maklan. 2013. Towards a Better Measure of 
Customer Experience. International Journal of Market Research 55 (2): 
227-246. https://doi.org/10.2501/1IJMR-2013-021. 

Krosnick, Jon A. 1999. Survey Research. Annual Review of Psychology 50: 537-567. 

Lumley, Thomas. 2011. Complex Surveys: A Guide to Analysis Using R. Hoboken: 
John Wiley & Sons. 

March, James G., and Robert I. Sutton. 1997. Crossroads — Organizational 
Performance as a Dependent Variable. Organization Science 8 (6): 698-706. 
Marsh, Herbert W., and Lawrence A. Roche. 2000. Effects of Grading Leniency 
and Low Workload on Students’ Evaluations of Teaching: Popular Myth, Bias, 
Validity, or Innocent Bystanders? Journal of Educational Psychology 92 (1): 

202-228. https://doi.org/10.1037 /0022-0663.92.1.202. 

Martins, Luis L., and Ajit Kambil. 1999. Research Notes: Looking Back and 
Thinking Ahead: Effects of Prior Success on Managers’ Interpretations of New 
Information Technologies. Academy of Management Journal 42 (6): 652-661. 
https://doi.org/10.5465/256986. 

Mauboussin, Michael J. 2012. The True Measures of Success. Harvard Business 
Review, October 1. https://hbr.org/2012/10/the-true-measures-of-success 

McDaniel, Carl, Jr., and Roger Gates. 2015. Marketing Research. Hoboken: John 
Wiley & Sons. 

Mintzberg, Henry. 1993. Structure in Fives: Designing Effective Organizations, 
Structure in Fives: Designing Effective Organizations. Englewood Cliffs: 
Prentice-Hall. 

Neely, Andy, Chris Adams, and Mike Kennerley. 2002. The Performance Prism: 
The Scorecard for Measuring and Managing Business Success. London: Pearson 
Education. 


156 B. DESZCZYŃSKI 


Palmatier, Robert W. 2008. Interfirm Relational Drivers of Customer Value. 
Journal of Marketing 72 (4): 76-89. https:/ /doi.org/ 10.1509/jmkg.72.4.076. 

PARP. 2011. Raport o stanie sektora małych i sredmich przedsiębiorstw w Polsce. Ed. 
Anna Brussa and Anna Tarnawa. Warszawa: Polska Agencja Rozwoju 
Przedsiębiorczości. 

Payne, Adrian, and Pennie Frow. 2017. Relationship Marketing: Looking 
Backwards towards the Future. Journal of Services Marketing 31 (1): 11-15. 
https: //doi.org/10.1108/JSM-11-2016-0380. 

Peppers, Don, and Martha Rogers. 2013. Extreme Trust: The New Competitive 
Advantage. Strategy and Leadership 41 (6): 31-34. https://doi.org/10.1108/ 
SL-07-2013-0054. 

Pingitore, Gina, Neil A. Morgan, Lopo L. Rego, Adriana Gigliotti, and Jay Meyers. 
2007. The Single-Question Trap. Marketing Research 19 (2): 9-13. 

Pozza, Dalla Ilaria, Oliver Goetz, and Jean Michel Sahut. 2018. Implementation 
Effects in the Relationship Between CRM and Its Performance. Journal of 
Business Research 89: 391-403. https://doi.org/10.1016/j. 
jbusres.2018.02.004. 

Reichheld, Frederick. 2003. The One Number You Need to Grow. Harvard 
Business Review, December: 1-11. 

Reichheld, Frederick, and Rob Markey. 2011. The Ultimate Question 2.0: How Net 
Promoter Companies Thrive in a Customer. Boston: Harvard Business 
Publishing. https: //books.google.pl/books?hl=pl&lr=&id=e8jhiYjQrU0C&o 
i=fnd&pg=PR7 &dq=reichheld+markey &ots=CCleQacr81&sig=iSgh_ 
IWq6TPhrVgOpVEfeP3 Hnzw&redir_esc=y#v=onepage&q=reichheld%20 
markey&f=false. 

Reimann, Martin, Oliver Schilke, and Jacquelyn S. Thomas. 2010. Customer 
Relationship Management and Firm Performance: The Mediating Role of 
Business Strategy. Journal of the Academy of Marketing Science 38 (3): 326-346. 
https://doi.org/10.1007/s11747-009-0164-y. 

Reinartz, Werner, Manfred Krafft, and Wayne D. Hoyer. 2004. The Customer 
Relationship Management Process: Its Measurement and Impact on 
Performance. Journal of Marketing Research. https://doi.org/10.1509/ 
jmkr.41.3.293.35991. 

Rong, Baiding, and Ian Wilkinson. 2011. What Do Managers’ Survey Responses 
Mean and What Affects Them? The Case of Market Orientation and Firm 
Performance. https://doi.org/10.1016/j.ausmj.2011.04.001. 

Rowley, Jenny. 2014. Designing and Using Research Questionnaires. Management 
Research Review 37 (3): 308-330.  https://doi.org/10.1108/ 
MRR-02-2013-0027. 

Samson, Alain. 2006. Understanding the Buzz That Matters: Negative Vs Positive 
Word of Mouth. International Journal of Market Research 48 (6): 647-657. 
https: //doi.org/10.1177/147078530604800603. 


4 VALIDATING THE RELATIONSHIP MANAGEMENT MATURITY CONCEPT 157 


Sasser, W. Earl, Leonard A. Schlesinger, and James L. Heskett. 1997. Service Profit 
Chain. New York: Simon and Schuster. 

Schertzer, Susan M.B., Clinton B. Schertzer, and F. Robert Dwyer. 2013. Value in 
Professional Service Relationships. Journal of Business & Industrial Marketing 
28 (8): 607-619. 

Schmidt-Subramanian, Maxi, Harley Manning, Sam Karpinsky, and Shayna 
Neuburg. 2019. The Top 10 NPS Questions Answered What CX Professionals 
Should Know About Net Promoter Score. Forrester, November 7. https:// 
www.forrester.com/report/Executive+QA+Top+10+NPS+Questions+Answer 
ed+For+CX+Professionals /-/E-RES60925. 

Schriesheim, Chester A. 1981. The Effect of Grouping or Randomizing Items on 
Leniency Response Bias. Educational and Psychological Measurement 41 (2): 
401-411. https://doi.org/10.1177/001316448104100219. 

Scott, W. Richard. 2002. Organizations: Rational, Natural, and Open Systems. 5th 
ed. Upper Saddle River: Prentice Hall. 

Sharma, Aran, and Gopalkrishnan R. Iyer. 2007. Country Effects on CRM Success. 
Journal of Relationship Marketing 5 (4): 63-78. https://doi.org/10.1300/ 
J366v05n04_05. 

Sharp, Byron. 2008. Net Promoter Score Fails the Test. Marketing Research 20 
(4): 28-30. 

Sheth, Jagdish N. 2017. Revitalizing Relationship Marketing. Journal of Services 
Marketing 31 (1): 6-10. https://doi.org/10.1108/JSM-11-2016-0397. 

Shook, Christopher L., David J. Ketchen, G. Tomas M. Hult, and K. Michele 
Kacmar. 2004. An Assessment of the Use of Structural Equation Modeling in 
Strategic Management Research. Strategic Management Journal 25 (4): 
397-404. https: //doi.org/10.1002/smj.385. 

Sterling, Theodore F. 2002. The Enron Scandal. New York: Nova Publishers. 

van de Mortel, Thea F. 2008. Faking It: Social Desirability Response Bias in Self- 
Report Research. The Australian Journal of Advanced Nursing 25 (4): 40. 

Vij, Sandeep, and Harpreet Singh Bedi. 2016. Are Subjective Business Performance 
Measures Justified? International Journal of Productivity and Performance 
Management, June 13. https://doi.org/10.1108/IJPPM-12-2014-0196. 

Whitlark, David B., and Gary K. Rhoads. 2011. Scoring Success. Marketing 
Research 23 (1): 8-13. 

Zairi, Mohamed. 1994. Benchmarking: The Best Tool for Measuring 
Competitiveness. Benchmarking for Quality Management & Technology 1 (1): 
11-24. https://doi.org/10.1108/14635779410056859. 


158 B. DESZCZYŃSKI 


Open Access This chapter is licensed under the terms of the Creative Commons 
Attribution 4.0 International License (http://creativecommons.org/licenses/ 
by/4.0/), which permits use, sharing, adaptation, distribution and reproduction 
in any medium or format, as long as you give appropriate credit to the original 
author(s) and the source, provide a link to the Creative Commons licence and 
indicate if changes were made. 

The images or other third party material in this chapter are included in the 
chapters Creative Commons licence, unless indicated otherwise in a credit line to 
the material. If material is not included in the chapter’s Creative Commons licence 
and your intended use is not permitted by statutory regulation or exceeds the 
permitted use, you will need to obtain permission directly from the copy- 
right holder. 


© 


Check for 
updates 


CHAPTER 5 


Developing the Relationship Management 
Upper Mid-Range Theory 


Placing the envisioned RM mid-range theory under the umbrella of 
Resource-Advantage Theory of Competition (R-A theory) requires incor- 
porating some of its basic micro-economical premises, which constitute 
the general boundaries of RM-based competitive advantage programmatic 
research. These have been discussed throughout this book; however, at 
this juncture, bringing them together will help to clearly mark the area 
where R-A theory ends and the RM upper mid-range theory should begin. 

A theory of competitive advantage at the microeconomic level should 
foremostly explain the diversity of firms and the differences in their perfor- 
mance. R-A theory does this by articulating the heterogeneity and insta- 
bility of markets, which implies the possibility for firms in the same industry 
to supply them differently (Hunt and Morgan 1996). This dual specificity 
of individual and institutional clients’ needs, preferences and tastes even 
within a generic offer class, and of the varied ways companies cater to these 
needs, preferences and tastes, implies that there can be better and worse 
matches of what clients expect and of what is delivered. 

In terms of clients’ needs, R-A theory emphasizes imperfect informa- 
tion about the offerings available in the market and that the information 
search involves costs (at least the cost of time). In addition, R-A theory 
opposes the ‘homo economicus’ view of human choices (as consumers, 
employees and managers) as these choices are not only motivated by 
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self-interest (that can be reduced to pleasure), but also by moral choices 
(doing not only what is allowed by what is right, ethical; Hunt and 
Morgan 1995). 

Based on the premise that companies are expected to generate profits 
and that worse matches between customer expectations and firms” offer- 
ings generate reduced or zero profits, R-A theory insists that worse per- 
forming companies are also worse equipped with the resources needed to 
achieve better matches. Given the endless diversity of possible resource 
bundles, the main task of management is to decide on resource configura- 
tions that will bring the company a competitive advantage now and in the 
future. Hence, firms also differ in their strategy choices, which are influ- 
enced but not caused by the external environment (Huntand Morgan 2005). 

Following RBV, R-A theory distinguishes between tangible and intan- 
gible resources, including relational capital. Further on, it acknowledges 
that relationships are not owned, but only temporarily co-shared by firms. 
Lastly, R-A theory emphasizes that, given the importance of relationships 
but also their varying quality, companies should develop and manage a 
relationship portfolio (Hunt 1997). However, it does not give instruc- 
tions as to how to do this. This is exactly the point where the RM upper 
mid-range theory takes the baton. 

The central challenge for the RM upper mid-range theory is to propose 
a relational response to the question that lies at the heart of the strategic 
management research agenda (Rumelt et al. 1995): how companies 
achieve and sustain competitive advantage. Obviously, the final proposal 
of the RM maturity model will be very helpful in providing this answer. 
However, the epistemological potential of the RM mid-range theory 
would not be fully exploited if it remained silent about other important 
related questions. These include: 


e Why is achieving RM-based sustainable competitive advantage essen- 
tially limited to RM-mature firms only? 

e If RM-maturity heavily impacts the ability to achieve sustainable 
competitive advantage, why have RM-mature firms not seized the 
whole market? 

e What determines the scale and scope of RM-mature firms? 

e Are there markets/industries/segments/customer groups that 
favour RM-mature firms and simultaneously those which do not? 


All these questions will be addressed in the following two sections. 
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5.1 THE FINAL PROPOSAL OF THE RM MATURITY 
MODEL AND Its PRACTICAL INTERPRETATION 


From the theoretical point of view, the overall message of this research is 
that if RBV (extended by the dynamic capabilities concept), SDL and RM 
are analysed as intertwined theories, employees emerge as the key internal 
resource, the mother of all intangible resources. Consequently, an ethical 
IRM capability emerges as a fundamental driver of sustainable competitive 
advantage, preceding customer (and other external stakeholders’) rela- 
tionship management capability. 

On the basis of the final proposal for the RM maturity model, nothing 
seems to be more important than excellent internal vertical and horizontal 
communication. Its existence would reveal itself in showing full respect to 
every person, sincere and sympathetic interest in each other’s well-being, 
being absolutely transparent about individual and group challenges, and 
demonstrating the willingness to learn and adapt. Whilst this applies to all 
employees, it is more of a personal challenge for the management. True 
leadership, in this context, does not end with managers’ factual knowl- 
edge, but extends to the very core of their humanity, which is a fundamen- 
tal guiding reference for the team to follow. In turn, this attitude is 
transferred further into external relationships and consumed as a service 
(be it a consumer or business partner experience). 

RM maturity exhibited in such a way should have a positive impact on 
both the cost and revenue sides of a business. In the case of management 
costs, savings may be a result of largely replacing the supervisor-subordi- 
nate mode of control by the much more effective mechanism of individual 
and group self-control (cutting red tape and reducing the corporate “game 
of deception” in favour of employee empowerment and engagement; 
Kegan et al. 2014). However, there is more. Sales, marketing, distribution 
and administration expenses are usually supervariable (they rise faster than 
sales volume), provided a company expands by traditional means of mass 
marketing and price promotions (Kaplan and Cooper 1998). If growth is 
more organic, largely by taking advantage of positive word-of-mouth and 
customer referrals, the customer acquisition costs are minimized, and the 
investment in infrastructure (people, processes, physical) keeps up with 
rising demand. On the revenue side, the use of customer-specific knowl- 
edge is likely to create positive sales and after-sales experiences (including 
co-creation experiences), which enhance the customer propensity to buy 
more, and more frequently (Reichheld and Teal 2001). 
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Hence, the existence of an RM-mature company is determined by its 
ability to co-create and share value with all its stakeholders, according to 
their merits and position in the value creating chain. Although a part of 
this value will have a transactional character, for example the basic utility 
value of a product or service against the price paid or salary against labour, 
the real difference is made by the value of relationships, for example mani- 
fested in the comfort of having a trusted partner/advisor, or a friendly 
work ambience. What may sound like a pipe dream is measurable on the 
bottom line, and this book is not the only one to say this. A notable 
example is the concept of the Service-Profit Chain (Heskett et al. 2008a). 
This linkage model shows the relationships between organizational per- 
formance and customer and employee satisfaction and loyalty (Sasser et al. 
1997). Although there are very few companies who have continuously 
tried to explore all its linkages, its underlying ideas seem to clearly reflect 
the practices of leading global service organizations (Payne and Frow 
2013). Moreover, even ifthe original model was publicized as an attractive 
managerial concept (Heskett et al. 2008b) and not as a theory-based con- 
tribution, it corresponds well with the notion of RM maturity. In contrast, 
the Gallup Institute claims customer and employee engagement potenti- 
ate one another and improve overall financial performance by up to 240% 
(according to the Gallup Q12 survey instrument, if both metrics score 
above 50% in comparison to companies that stay below this level (Robinson 
2008)). And in the meta-analysis of 339 independent research studies, 
Krekel et al. (2019, p. 2) found a significant, strong, positive correlation 
between employees” wellbeing, productivity and customer loyalty, which 
were ultimately positively correlated with business-unit profitability levels. 

Figure 5.1 depicts the final proposal of the RM maturity model, which 
highlights the key elements of its preliminary version verified in the empir- 
ical research. It is evident that almost half of these elements are oriented 
to managing internal relationships (IRM). Hence, the final proposal of the 
RM maturity model strongly resembles the strategic dimension of the pre- 
liminary version. The main difference between Fig. 3.7 ‘Strategic dimen- 
sion in preliminary RM maturity model’ and Fig. 5.1 are three key ERM 
processes labelled as a quick RM-maturity test. All three processes have 
empirically proven legitimacy directly embedded in research items D03, 
D05 and D08 linked by the association rules R4 and R11-R16 in congru- 
ence with items A05 and A06 linked by the association rule R1. These 
three processes may function as a compact basic guiding reference for 
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Fig. 5.1 Final proposal of the RM maturity model 


managers looking to achieve an RM-based sustainable competitive 
advantage. 

In the case of the lead management process (D03), achieving RM 
maturity means adopting a non-waste lead policy. This translates into sys- 
temic utilization of every organically acquired or marketing campaign- 
generated customer contact across the whole communication process, 
starting with the first interaction and closing with the ‘deal won’ or ‘deal 
lost’ status. As a result, the investment in both individual relationship 
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development and in marketing campaigns is optimally converted into 
sales. To ensure the lead management process runs properly, the interested 
manager should demand transparent reporting on conversion rates at all 
major stages in the sales funnel. This puts interdepartmental coordination 
and the quality of internal and external communication to the test 
(Deszczyński 2016a). For example, the marketing department may launch 
a campaign, which initially generates much resonance and leads, but the 
excessive promises used to lure potential customers, which are not sup- 
ported by the factual attractiveness of the offer, clog the sales funnel with 
disappointed prospect buyers having no real propensity to buy. The result 
should be visible in heavy losses in lead conversion in the initial steps, 
extended waiting time for leads to be processed, and high lead drop-off 
ratio after passing them on to sales. The same can happen if, for example, 
the customer contact teams’ or sales organization’s work is in excess of 
their capabilities, fulfilling massive bureaucratic tasks or simply being 
too scarce. 

The second area where an interested manager can quickly test the RM 
maturity of a company is by examining its means of communication (D05). 
An RM-mature organization should mainly use direct communication 
channels, because only then is there a possibility for a customer-specific 
dialogue based on customer-generated knowledge. It is also the prerequi- 
site to co-creating value with customers in an RM sense. However, as 
indicated by the low scores in the empirical tests of the technological RM 
dimension, merely having a customer database is not enough. Therefore, 
a manager should ask whether the company has good answers to the basic 
yet fundamental questions: “Who are our customers?” “What do they 
expect from us?” and “When is the best time to tap into their demand?” 
(Deszczyński 2016b; Lusch and Vargo 2014). In particular, these ques- 
tions should be addressed with a view to identifying the relatively small 
group of the most valuable customer relationships which, according to the 
Pareto principle, largely decide a company’s prosperous development 
(Buttle and Maklan 2019). The capacity to maintain selective, adaptable, 
largely autonomous interactions with these key customers should be the 
hallmark ofan RM-mature company. This puts the motivation and engage- 
ment of the front-line personnel to the test. Much of the content of these 
highly satisfying interactions cannot be centrally set or controlled. Truly 
meaningful one-to-one interactions are only possible when both the cus- 
tomer and the employee are empowered to flexibly integrate the resources 
the company provides (Lusch et al. 2007). However, this means that the 
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company partially loses control over the way its resources are allocated, 
which poses some problems to organizations not having developed a part- 
nership with their staff (Mayer et al. 2010). First, the employees may not 
be ready to take on such a responsibility (Ahearne et al. 2005; Barner 
1994). Second, they may use such an opportunity to commit fraud or for 
indirect personal benefit at the expense of a company (e.g., buying cus- 
tomer silence to spare excessive work or to cover up errors committed; 
Comer 1998; Hooks et al. 1994). If there is a high risk that one or both 
of these problems may occur, relational communication and relational sell- 
ing will not be possible, and thus the company will not be capable of 
achieving sustainable RM-related competitive advantage. 

Finally, the integration of customer feedback into a firm's continuous 
improvement efforts (D08) has to be examined. For an RM-mature com- 
pany, the willingness of customers to participate in a dialogue is a chance 
for further developing the relationship. There are, of course, varied rea- 
sons customers may wish to interact with the company. In fact, both lead 
management and selective direct customer communication are also pro- 
cesses built on interaction: the first mainly of a transactional type, the 
second of transactional and non-transactional types. However, an organi- 
zation can only actively shape its future by seeing beyond the current cus- 
tomer loyalty cycle. Therefore, an interested manager should make sure 
that, as with leads, no customer request or complaint passes without analy- 
sis and response. The annual aggregated complaint statistics may expose 
some trends, for example in the general quality of customer encounters, 
but only short loop analysis by the responsible team gives the company a 
chance not only to restore the individual customer’s trust, but to mitigate 
the risk of committing the same mistakes again soon (Wirtz and Tomlin 
2000). A strong indicator for making the management of customer feed- 
back a priority among other business goals is its incorporation in the 
employee assessment system (Pollack and Pollack 1996). If a company 
recognizes and rewards only immediate sales increase or cost reduction, 
this sends a clear ‘it’s all about the money’ message to its employees. Such 
a tactic reduces their perspectives to the forthcoming bonus cycle and is an 
example of paraded RM (Lusch and Vargo 2014). Similarly, care for the 
quality of customer encounters may also take the paraded form if employ- 
ees are only penalized for reported problems instead of treating this as an 
opportunity to learn from mistakes (Wirtz et al. 2010). 

What might an interested manager do if facing such problems? Of 
course, they may try to tackle them at the operational level, but what this 
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research suggests is that such problems are unlikely to occur without any 
fundamental reasons caused by lame IRM. A company that deprives sales- 
people of the willingness to cultivate long-term profitable relations or that 
is pretending to be satisfied by an tentative and undifferentiated ‘omnivo- 
rous’ sales approach is also most likely having problems with employee 
turnover, morale and widespread mediocrity caused by toxic corporate 
culture, devoid of inspiring goals and leadership. Probably the most con- 
cise answer to the question of what companies should do to achieve and 
sustain RM-related competitive advantage is the ‘Employees first, custom- 
ers second’ transformation started by Indian IT-services giant HCL, which 
was publicized by the company’s former CEO V. Nayar in his similarly 
titled book (2010). By acknowledging that it is the employee/customer 
interface where the most value is created, companies like HCL find moti- 
vation to turn conventional management upside down and become a 
company of ‘ideapreneurs’—self-run, self-governing and highly profitable 
(HCL 2020). 

Why corporate success may have IRM-based roots is also presented in 
two of the illustrative examples of RM practice provided in Sect. 5.3. The 
first (Illustration 1) shows the volatility of corporate culture in the exam- 
ple of ‘Medium-sized home décor online retailer’, where a single person 
undermined the very core of the firm’s identity in the shortest time. The 
second (Illustration 2) presents the redefinition of the roles of managers 
and employees in a ‘Large manufacturing company operating in the 
FMCG market’. 


5.2 RELATIONAL NICHE 


Defining the RM recipe for achieving sustainable competitive advantage 
begs the question: Why is it a relatively exclusive strategy? After all, even 
bringing together the ‘extremely strong competitive advantage’ group of 
companies with the ‘strong competitive advantage’ group (which includes 
companies having reported some of the long-term competitive advantage 
indicators while being able to report only one out of 16 rules character- 
izing RM maturity based on the 9/10-score level) only accounts for 
roughly 19% of the whole examined company population. Probably the 
best explanation of this phenomenon can be deduced from the nature of 
loyalty. Although the notion of loyalty has been addressed several times in 
this book, at this juncture a short recap is needed. 
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The state of being loyal to anybody or anything has to have strong rea- 
sons, because patronizing one object of some kind automatically implies 
refraining from others, thus narrowing one’s choice (Varelius 2009). In 
many product/service categories, the differences in utility (based on simi- 
lar technologies) and in brand perception (following the homogeneity in 
marketing messages and loyalty programmes) are very small (Uncles et al. 
2003). As all alternatives are likely to be satisfactory, there is little oppor- 
tunity for anything more than superficial habitual loyalty (Wood and Neal 
2009). This is because the perception of the purchase as a transaction that 
fully accommodates the exchange (based on the pure market-pricing 
mechanism; Fiske 1992) leaves no room for the important loyalty-driving 
equality-matching mechanism of reciprocal gratitude (Fiske 1992; 
Henderson et al. 20115). Its occurrence is more likely when the customer 
has developed loyalty ties to (an) individual employee(s) (Palmatier et al. 
2007). They, in turn, are related to a history of successful interactions 
incorporating value co-creation and partnership that appears to be benev- 
olently motivated and offered just as the customer needs assistance 
(Palmatier et al. 2009). However, a randomized quality of encounters can- 
not evoke customer attitudinal loyalty, just as a friend who is only occa- 
sionally willing to help is not a real friend. Offering a ‘merely’ good level 
of service is only enough to become an acquaintance, alongside many 
others. Thus, the external manifestation of RM maturity that can be 
assessed by customers is either continuous, highly personalized, ‘intimate’ 
customer encounters or top-notch quality of individualized solutions 
based on a deep understanding of customers’ needs and purchase motiva- 
tions, or, preferably, both (Payne and Frow 2013). 

The issue of individual relationships between customers and employees 
is discussed in two further RM illustrations. Illustration 3 discusses the 
impact of informal relations on business relations and its changing charac- 
teristics over the last 30 years upon the experiences of Pamapol, a large 
ready meals manufacturing company. Illustration 4 shows the role of per- 
sonal relationships between high-ranked managers in the example of 
‘Medium production company representing chemical industry’. 

The sketched dichotomy between delighting customers to develop 
relationships that last and ‘only’ fulfilling the expected standards and lur- 
ing random customers to conclude a single transaction is clearly reflected 
in the Net Promoter Score (NPS) concept and methodology (Reichheld 
2003). Labelled as a ‘highly aggregated RM capability indicator’ in the 
previous chapter, NPS precisely measures the ability of a company to 
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deliver the high-end performance reflected in total customer satisfaction 
and in the willingness to repurchase and make referrals to other custom- 
ers. The design of NPS with only 9/10 scores linked to customer loyalty 
reproduced in the RM maturity research methodology indicates that, 
unlike a typical maturity model, there is nothing like an RM maturation 
path (De Bruin et al. 2005), at least in the sense of establishing a linear 
relationship between subsequent levels of quality in customer encounter, 
customer loyalty and the company’s bottom line. Instead, the sharply cur- 
vilinear correlation (Reichheld and Markey 2011) supports the totality of 
the RM maturity model exposed in the empirical hypothesis Hle. 
However, this does not provide an answer to the next question: How is it 
possible that RM-mature firms did not outcompete the transaction- 
oriented ones and what limits their scale and scope? For example, in 
Forrester’s ‘Net Promoter Benchmarks, 2019 (US)’, the overall NPS 
scores ranged from +59 to -47! (Schmidt-Subramanian 2019); this means 
that the companies that achieved an almost 60% net predictive loyalty rate 
coexisted with those whose customer base predominately included detrac- 
tors. Moreover, 25% of the interviewed companies in the research pre- 
sented in this book reported growing sales, expansion to new markets or 
sometimes even scoring above-average profits without achieving RM 
maturity. 

The coexistence of companies applying different business models and 
strategies, having diverse corporate cultures and structures, servicing dif- 
ferent industries and market segments, and achieving varied business 
results has been the reality noted by many researchers (Romanowska 
2014). One of the most fruitful research traditions in this respect is con- 
figuration theory, which posits that, for companies to be successful, they 
have to match their organizational characteristics with the adopted busi- 
ness strategy (Slater et al. 2011). Prominent representatives of this tradi- 
tion, O. Walker and R. Ruekert, in their award-winning article (1987) 
defined companies in terms of two dimensions: 


e the intended major method of competing (cost leadership and dif- 
ferentiation), which they adopted from M. Porter’s strategy frame- 
work (1979); 

e the desired rate of new product—market change (aggressive position 
in a broadly defined market—Prospectors, and conservative position 
in a narrower market segment—Low-cost or Differentiated 
Defenders), which they adopted from R. Miles et al.’s strategy—struc- 
ture—process typology (1978). 
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Their findings based on theoretical and empirical evidence were that the 
strategic fit between the adopted generic marketing strategy and its inter- 
nal characteristics (structures, policies, programmes, procedures) heavily 
impacts business performance regardless of how the adopted strategy fits 
the changing external environment (1987). Interestingly, the detailed 
characteristic of Differentiated Defenders strongly resembles the 
RM-mature company (Olson et al. 2018; Slater and Olson 2001): 


relatively high quality of well positioned products and services; 
relatively high prices and sales force expenditures; 

relatively greater forward integration; 

customer relationships as most valuable assets; 

customer service and product/service innovation as core 
competences. 


What is also particularly noteworthy is that in O. Walker and R. Ruekert’s 
empirical research and the work of researchers that followed them, among 
three identified types of companies, the Differentiated Defenders scored 
best in terms of return on investment (ROI), while being less successful 
with market share and new products; the Prospectors were quite the oppo- 
site; whereas the Low-cost Defenders were fairly successful when it came 
to ROI, but very poor in new product development (1987, p. 20). 

Also, diversification theory explains the coexistence of differently per- 
forming firms. Its foundational premise links expansion with excess capac- 
ity of productive factors and stipulates that the wider a company diversifies, 
the lower will be its average margins (Teece 1982). Further on, diversifica- 
tion theory links the average margins with the specificity of these factors. 
The more specific the factors (in RBV terminology, the more these factors 
resemble VRIO resources and dynamic capabilities), the higher average 
margins can be generated in new markets, provided the new market entry 
opportunities are located ‘nearby’—that is, the new application of com- 
pany resources and capabilities does not require them to be modified 
extensively (Chatterjee and Wernerfelt 1991). Therefore, companies with 
specific, idiosyncratic resources and capabilities will generate high average 
margins when diversifying narrowly or not diversifying at all, while com- 
panies with less specific resources and capabilities will generate medium 
average margins when diversifying narrowly and low average margins 
when diversifying widely to ‘distant? new market opportunities 
(Montgomery and Wernerfelt 1988). 
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By combining what configuration theory and diversification theory 
have to say about resource specificity, market focus, and business perfor- 
mance and by relating it to RM-mature firms, one can assume that these 
entities are likely to adopt a niche strategy. Traditionally, niche marketing 
strategies were associated with small innovative firms concentrating on 
product innovation matching new technology with unmet customer needs 
(Pavitt 1990). However, the definition of a niche market does not explic- 
itly imply that its borderlines are of a technological nature (Stankiewicz 
2000). It is enough that a niche is sufficient in size and shows the potential 
for profitable growth based on the goodwill of customers who expect spe- 
cial treatment and who have been, up to now, ignored by companies sup- 
plying the broad volume market (Dalgic 1998). 

How about a relational niche? A subdivision of a market with only one 
company focused on a niche of customers, which has built an ecosystem of 
mature relationships stabilizing and growing its business through an RBV- 
style mechanism of isolation that prevents imitation (Galvao et al. 2018; 
Lepak et al. 2007)? Such a company could largely coexist undisturbed 
with neighbouring major players fighting for market dominance in a pur- 
suit of a monopolistic rent (Teece 1984), while building its own sustained 
competitive advantage on a relationship rent (Dyer and Singh 1998). 
Consequently, instead of wasting resources on analysing and counteract- 
ing rivals’ activities (strategizing), it could concentrate on co-creating 
superior value (economizing; Williamson 1991) and generating excess 
surpluses, which could be shared with its partners. 

It seems that virtually every industry offers a room for a relational niche 
even in, to date anonymous, B2C markets. Let’s take the breakfast cereals 
segment as an example. End-customers have traditionally purchased this 
product via extensive FMCG (fast-moving consumer goods) retailing dis- 
tribution networks. Yet, some of them are now ordering breakfast cereals 
online from specialized providers, who offer a number of product varia- 
tions which no shop shelf would ever accommodate plus individualized 
nutrition advice, recipes, and customer care powered by online behaviour 
tracking. In contrast, let’s examine the roots of success of a small grocery 
shop. For a number of clients, the proven freshness of food and its trace- 
able origins, the convenience of individualized orders, and the comfort of 
personal chat with the shop assistant could be the arguments prevailing 
over the competitive price and the wide availability of merchandise offered 
by retailing giants. Both entities may successfully operate in niches sepa- 
rated from the surrounding volume markets, through major distinguish- 
ing characteristic of high quality-oriented customers. 
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The two examples provided may leave the impression that relational 
niches are, by definition, very modest in size. However, a company servic- 
ing a relational niche does not have to remain nominally small provided 
the demand for personalized customer encounter and/or highly individu- 
alized quality offerings is sufficient high, or its relationships can be 
extended or used in other market segments. The example of Konimpex- 
Invest (Illustration 5), a medium-sized real estate development company, 
demonstrates that a company can even place the bulk of its operations in 
the volume single transaction market, while proactively catering to the 
needs of these customers, whose special preferences create room for sepa- 
rating a profitable relational niche. 

Figures 5.2 and 5.3 will be helpful in further discussing the coexistence 
of RM-mature and RM-immature firms. They depict two market situa- 
tions. The initial one is a model of a market with two transaction-oriented 
rival companies Tl and T2.* These companies devote a great deal of 
resource to acquiring new customers; however, as they conclude a transac- 
tion, their interest in customers sharply disappears. In turn, most of their 


+———__ new customers acquired by 
mass-marketing & simple database oe. 2 


customers lost 
«——— duetolack of attention & failed CRM = ——-————_» 


pool of floating dissatisfied & indifferent customers’ 


Fig. 5.2 Model of transactional rivalry. Note: The picture has an indicative char- 
acter and does not show oligopoly. The actual number of companies does not 
matter as long as customers have a choice of comparable alternatives 
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Fig. 5.3 The coexistence of RM-mature and transaction-oriented companies. 
Note: The picture has an indicative character. There could me more RM-mature 
companies in the market, which would isolate their relational niches. There could 
be cross-sections of these niches; however, the modus operandi of RM-mature 
companies would remain the same 


newly acquired customers are dissatisfied or find no strong reasons to stay 
loyal and migrate to the ‘floating customers’ pool. 

Therefore, to sustain their business, companies T1 and T2 have to con- 
centrate even more on acquiring new customers whom they, by definition, 
do not know well. In consequence they often communicate by using very 
simple and unspecific arguments (e.g. price promotions) via mass marketing 
channels trying to appeal to an ‘average customer’. By continuing this 
modus operandi, they sustain a vicious cycle of mutually ‘exchanging’ dis- 
satisfied and indifferent customers at a cost of high marketing spending 
aimed in counteracting their rivals’ offers (strategizing) in a relatively 
homogenous market (Peteraf 1993). This is a familiar picture perfectly 
depicted in M. Porter’s Five Forces Model (1979). The notion of 
RM-maturity implies that this model of competition will not substantially 
change even if rival companies were to temporarily gain a partial competitive 
advantage based on low-scaled RM-resources (e.g. a single highly-engaged 
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sales team or an individual employee). One can expect that within a short 
time, any major customer-centric initiatives in such companies are likely to 
be dragged down by the dominance of their volume-oriented focus, which 
implies the need to compensate excessive marketing costs by cutting 
expenses on customer care. In the end neither these companies nor their 
customers (and presumably most of their employees) create optimal value. 

Alternatively, it is also possible that due to some market or macroeco- 
nomic policy failure these companies will refrain from competing and will 
instead fix prices, limit or control production, markets, technical develop- 
ment, or investment. Oddly enough, such collusions are also the outcomes 
of corrupted RM aimed at satisfying the interests of corporate elites only. 
Such RM-based collusive practices are illustrated by the example of the 
bidding process for water rescue services for Termy Maltariskie, the big- 
gest waterpark in Poland (Illustration 6). 

Figure 5.3 shows the same market occupied by transaction-oriented 
rivals Tl and T2. In addition, a third player, the RM-mature company 
(R1), enters the market. However, although R1 offers superior quality of 
customer encounter, it does not seize the whole market. Instead, it isolates 
a part of the market populated by the most demanding quality-oriented 
customers, who can afford to pay a premium on an offer that optimally 
caters to their needs (relational niche-customers). To differentiate by 
effective offer personalization, company R1 is virtually immersed in the 
niche its serves by receiving even faint signals sent by its customer base. 
Occasionally some customers leave and some enter its relational niche, but 
it remains stable as long as the company cultivates its relationships and no 
major external shock occurs (e.g. radical technological change which the 
company was not participating in). Company R1 does not expand more 
than its relationship resources and the demand of relational niche- 
customers allow. Thus, companies T1 and T2 may continue their compet- 
ing strategies, barely noticing that the market they operate in is now 
somewhat smaller. They may also try to attack the position of company 
RI, but as they fundamentally lack the RM competitive factors these 
attacks can only appeal to the peripherals of the relational niche, where 
relatively more price-sensitive customers reside. 

The idea of the relational niche equally explains the coexistence of 
transaction-oriented (RM-immature) and RM-mature companies as well 
as the somewhat limited scale and scope of the latter. As the relational rent 
resembles a Ricardian type of rent, it is generated at maximum output. 
Thus, the growth of an RM mature company is limited by the uniqueness 
and scarce supply of its relationship capital (Peteraf 1993). The rapid 
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elastic growth is, therefore, impossible unless the company decides to 
finance expansion at the expense of relationship capital. This may yield 
additional volume and short-term financial benefits; however, as the isolat- 
ing mechanisms of the firm’s niche are the relationships it maintains, these 
barriers will disappear once those relationships weaken. In this context, 
the most likely threat to the comfortable position of an RM-mature com- 
pany is the company itself. After all, it does not take long to destroy what 
was previously an unconquered fortress from the inside, for example, by 
hiring some new managers who pull their weight, instead of motivating 
their teams (this risk is showed in Illustration 1) or by doubling the num- 
ber of customers served per employee. This is probably also one of the 
reasons for the ambiguity of links between RM and company performance 
highlighted in the introduction, in the theory-methodic hypothesis H1tm, 
and generally throughout this book. When a company has abandoned its 
relational niche some time ago (e.g. for the sake of realizing ambitious 
volume expansion plans) and it faces unstable or price sensitive demand, 
but still classifies itself as RM-oriented, this can be misinterpreted as evi- 
dence for RM-strategy failure. 

What still remains unaddressed is the size of the relational niche. 
Admittedly, there will be markets where the process of cultivating a rela- 
tional niche will be easier and others where the potential niche will be ‘by 
nature’ very small. This seems to be a boundary issue between the RM 
upper mid-range theory and the RM mid-range theories of particular mar- 
ket types (compare Chap. 2 Fig. 2.4). The latter may address more spe- 
cific, e.g., industry-based factors affecting the characteristics of the 
relational niche, while the RM upper mid-range theory may discuss the 
universal ones. 

An analysis of the universal external factors having an impact on the size 
of a relational niche should begin by examining whether a company may 
have direct access to the customers. Based on social network research, 
such as M. Granovetter’s work on the “strength of weak ties” (1977), one 
can assume that the better this is, the more likely a significant relational 
niche could be developed. More precisely, in line with the media multi- 
plexity theory (Haythornthwaite 2000), the level of interdependence 
between the actors in a relationship is positively associated with the num- 
ber of media used in that relationship (Haythornthwaite 2005; Ledbetter 
2010). Ifa given market is anonymous, companies can only observe gen- 
eral trends in demand and may eventually try to establish a brand prefer- 
ence through diverse marketing activities. This situation applies to the 
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aforementioned FMCG market as well as to all industries where the sup- 
pliers (mainly manufacturers) sell their offers through independent inter- 
mediaries (Payne and Frow 2013). Even if they may occasionally connect 
to their end-clients by organizing prize competitions or surveys, these 
companies were traditionally not in a position to maintain a dialogical 
communication. However, some of them may break the impotence of 
mass communication by virtualizing their operations, just as indicated in 
the example of specialized breakfast cereals suppliers. Still, the additional 
logistics costs and the inability to purchase all the complementary prod- 
ucts (e.g. milk, to stay with the cereals example) or the unavailability of the 
broad merchandise that is conveniently offered together (e.g. food in the 
supermarket, which is situated in the shopping mall that accommodates 
other types of shops) should normally significantly reduce the potential 
size of the relational niche such companies can tap into. In other words, 
there will be fewer customers potentially interested in developing relation- 
ships with a specialized supplier/provider, the more inconveniences such 
relationships demand. 

Four issues are worth commenting on at this point. The first is the role 
of online shopping platforms such as Allegro and Amazon. Their interme- 
diation removes the inconvenience of separate shopping for different types 
of products. Some product categories may be even better represented, 
compared to traditional distribution channels (while others, such as fresh 
food, are worse). However, these platforms do not provide tools for devel- 
oping end-customers’ loyalty towards their merchants, as this would 
undermine their position as intermediaries. Therefore, they help in achiev- 
ing volume goals rather than in cultivating relationships (Dolata 2017). 

The second issue is the role of social media technologies. Although use- 
ful in creating online brand communities, these tools do not have (at least 
currently) the potential to effectively integrate and manage all points of 
customer contact, including transactional contacts. Nonetheless, in the 
case of fully virtual communication modes, the integration of social media 
with other online tools, such as e-commerce platforms and CRM systems, 
may open the gate wider to connecting to niche customers and nurturing 
relationships with them (Chatterjee et al. 2019). 

The third issue is that every company can try to develop relationships 
with its direct business customers, who may well have very specific needs 
that can be best met by a specialized partner. The inexistence of funda- 
mental barriers in locating and communicating to B2B customers makes 
the relational niche an even more likely phenomenon than in the B2C 
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market setting, where the large number of customers necessitates, for 
example, the investment in CRM systems implementation to effectively 
manage all the interactions (Buttle and Maklan 2019). 

Finally, the fourth issue is that even relatively easy access to customers 
does not automatically imply the existence of a relational niche. Take tele- 
communications and cable television providers. As these services are pre- 
dominately offered on a contractual basis, their providers are in a superior 
situation compared to, for example, durable goods manufacturers. Still, 
this industry has traditionally suffered from one of the highest churn rates, 
even if the average loyalty cycles sanctioned by these contracts are rela- 
tively long (Ahn et al. 2006; Kotler and Keller 2009). However, as the 
main focus of these firms is placed on attracting new customers, the rela- 
tively frequent direct contacts they maintain with their customers (based 
on monthly billing) do not necessarily create customer satisfaction. The 
most evident proof for the illusion of fake contractual loyalty was the mass 
defection movement as soon as governments across the globe introduced 
wireless number portability laws (Eshghi et al. 2007). 

Two companies from contractual industries showcased in the 
RM-lIllustrations are currently coping with the challenge of maintaining a 
true focus on their relationships. Sugar-refining group (Illustration 7) dis- 
covered how undeveloped its business relationships were as soon as the 
sugar market was deregulated in the European Union. By contrast, 
Aquanet (Illustration 8), a water and sewage processing municipality- 
owned company, decided to improve its relationships with individual and 
corporate clients by starting first to improve its relationship with its 
employees. 

Another universal factor that should have an influence on the potential 
size of an RM-niche is the relative importance of the given offer category 
for the customer’s overall value creation chain. It should be significant and 
enduring enough so that interested firms could develop a performance 
gap reflected in the relationally-affected key buying attributes of their offer 
that make true difference to their targeted customers (Bharadwaj et al. 
1993). In the case of B2C markets, it will be the extent to which the offer 
impacts the lives of individuals based on the personal psychographic and 
behavioural context (Zhang et al. 2017). In the case of B2B markets, it 
will be the share that the offering may have in the corporate value adding 
process (Hakanen and Jaakkola 2012). Although price may be regarded as 
only a simplified measure of that influence, one can assume that the higher 
the monetary value of single transactions or alternatively the cumulated 
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value of frequent transactions that are typically concluded in a given mar- 
ket segment, the more important the offer category and the more likely a 
relational niche can be developed. On the one hand, a nominally high 
price implies that customer offer evaluation is likely to be complicated and 
involve a time-consuming learning process necessary to acquire enough 
knowledge and skills to effectively assess the offer and integrate resources 
to facilitate value-creation (Hibbert et al. 2012). For example, while con- 
sumers tend to choose casual garments on impulse, tailored clothing 
necessitates some search for the craftsman, advice taking, and active coop- 
eration as measurements is taken and the suit is sewn. Similarly, the pro- 
curement department can autonomously acquire standard machining 
blades replacement, but if a new manufacturing line is being designed it 
will be the whole team of specialists that work together with the vendor to 
search for new ways of reducing time and waste, and increasing the reli- 
ability of the new solution. In both advanced situations the intensity of 
interactions and the individualized value they produce open the way for 
capable companies to create their own relational niches. Simultaneously, 
high price creates room for high premiums, which can be partly reinvested 
in the relationship (e.g. customized technical solutions or process design, 
preferential treatment policies, and individualized communication). Such 
special commitments further stabilize the relationships and make creating 
and sustaining the relational niche even more probable (Pervan et al. 2009). 

An additional factor that can indicate the relatively high importance of 
the given product category, especially in B2C markets, is its potential to 
emotionalize communication. If consumers become somehow bonded to 
the brand or can admit that they feel something akin to love or friendship 
for the brand, they substantially increase usage and purchase of the brand 
(whether product or service; Morrison and Crane 2007; Rossiter and 
Bellman 2012). Obviously, not every brand in a category will manage to 
advance beyond rational perception. For example, some cars are bought 
mainly for mobility reasons, while others are a symbol of success and pres- 
tige as well. Nonetheless, thanks to a relatively strong person-product rela- 
tionship, car manufacturers have a generally much better starting position 
for emotional communication than, for example, photo camera producers 
(Mugge et al. 2005). They, in turn, may generally count on more cus- 
tomer emotional attachment than manufacturers of cosmetics, and so on. 
Therefore, for consumer markets, where emotional attachment for prod- 
ucts may exist for a significant group of customers, a relational niche may 
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well also exist, provided these customers may be effectively directly con- 
tacted by the company. 

Through the discussion so far on the universal external factors that 
impact the existence of a relational niche, the issue of services has been left 
unaddressed, except to place it in the context of the other factors. Owing 
to the classification of RM-mature companies as being basically similar to 
Differentiated Defenders and the extensive explanation of the overlaps 
between RM and SDL provided in Chap. 3, one can stipulate that the 
likeliness and the size of a relational niche will be also dependent upon the 
degree of ‘servicization’ that can be applied in the given market segment. 

There are four basic categories of services, which are directed at 
(Lovelock 1983): 


peoples” bodies; 

physical possessions; 

peoples” minds (mental stimulus processing); 
intangible assets (information processing). 


While the first two categories are tangible actions whose effects are visibly 
projected in, for example, a new haircut or shipping a parcel, the other two 
are intangible actions. Apart from being standalone service categories (e.g. 
education and banking), they may be an ingredient of every offer (Wirtz 
and Lovelock 2016). For example, 17 out of 22 questions employed in 
SERVQUAL—one of the widest applied instruments for evaluating ser- 
vice quality—have an intangible and usually employee-related focus (e.g. 
“Excellent [companies] will give customers individual attention”, 
“Employees of excellent [companies] will always be willing to help cus- 
tomers”; Parasurman et al. 1988; 1991). 

While tangible characteristics of the offer can be relatively easily 
researched and compared before purchase (e.g. price, location, technical 
equipment, ingredients), the intangible ones constitute the most variable 
and flexible part of the offer that is rich in experiences and credence-based 
(Parasuraman et al. 1985). Therefore, they usually dominate value cre- 
ation and its overall perception because they incorporate such attributes, 
which are difficult to evaluate even after consumption. Their evaluation 
process necessitates adopting some kind of a proxy, which is commonly a 
matter of having belief in the benevolence and skills of the offer provider 
(Lovelock et al. 2014; Schumann et al. 2010). For example, the hair- 
dresser has to master their craft which, in fact, most hairdressers do. 
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However, whether the client feels comfortable, is amused, and appreciates 
the work done largely depends on the small-talk concerning client-relevant 
topics and the personal aura given off by the hairdresser. This suggests that 
value perception is phenomenologically determined by the temporal, spa- 
tial, and social context (Vargo et al. 2020). This, in turn, implies the need 
for ongoing micro-adaptations, which can be best applied at the employee- 
customer level. Figure 5.4 lists all the discussed external factors having an 
impact on the likelihood of the existence of a relational niche. 

At this juncture, however, an important remark has to be added. The 
intangibility of service elements should not be artificially applied just for 
their own sake. For example, banking (especially internet banking) is 
probably one of the most intangible types of service (Shostack 1982), and 
yet financial institutions are believed to suffer from exceptionally high 
annual churn rates ranging from 20% to 27% (du Toit and Burns 2014; 
Kotler and Keller 2009). However, if the two intangible service categories 
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can be balanced and effectively designed in the overall offer, the chance for 
cultivating a relational niche by capable companies should be higher. This 
is because the intangible elements of service are simultaneously the essence 
of CRM (Grónroos 2017), which in its highest form is both knowledge- 
based and dialogical (Payne and Frow 2013), and ultimately co-creative 
(FitzPatrick et al. 2015). Hence, although the emergence of a relational 
niche is influenced by the discussed universal external market factors, its 
development is, in the end, a function of a company's ability to effectively 
differentiate on the basis of customer-perceived individualization. In other 
words, it is primarily the maturity of company's relationship management 
activities and approaches that creates a relational niche. 

Further discussion on the characteristics of a relational niche leaves the 
area reserved for the RM upper mid-range theory and enters the realms of 
the RM mid-range theories of particular market type. These should, inter 
alia, address the following issues: 


e What are the detailed premises which favour the existence of rela- 
tional niches and RM-mature firms in different markets and in differ- 
ent industries, segments, and customer groups? 

e How can new technologies or business practices help in crossing the 
borders into markets where RM-mature firms were traditionally not 
represented? 

e Can a company partially adopt an RM business model in a given 
market or segment, while remaining transaction-oriented in others? 

e To what extent does the phenomenon of RM-maturity influence the 
company business network? 

e Do RM-mature networks exist, and do they successfully compete 
in markets? 

e What are the barriers for successful RM business model implementa- 
tions in a given organization type with regard to their size, structure, 
commercial goals, business partners, etc.? 


To address these issues, a series of programmatic industry-specific research 
is needed. In this book, a small contribution to achieving these broadly-set 
research goals are the following illustrations which complement this 
chapter. 
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5.3 ILLUSTRATIVE EXAMPLES OF RM PRACTICE 


In course of the RM-maturity research project the author of this book 
visited several firms in search for stories of RM ‘in motion’, which could 
deliver first-hand observations illustrating some of RM-facets and chal- 
lenges companies face in implementing RM business model. Although 
they do not have a theory-building or theory-confirmative role, they may 
help the reader to comprehend and interpret the theoretical material and 
the qualitative empirical evidence provided in Chaps. 2, 3, 4, and 5. This 
book contains eight such RM-Illustrations, which were briefly announced 
in this chapter. They were chosen upon the criteria of their horizontal 
compatibility and the quality of presented examples dealing with a particu- 
lar RM-area. 

The material was collected in course of direct face-to-face and/or tele- 
phony interviews with up to four employees currently employed by the 
company. Their positions and work experience as well as other details con- 
cerning the companies are provided within every illustration. Every inter- 
view lasted between 60 and 90 minutes. The interview was semi-structured 
upon the RM-maturity questionnaire, which was sent to the interviewees 
in advance. Nonetheless, by evoking subsequent elements of the prelimi- 
nary RM maturity model reflected in the questionnaire the author aimed 
in involving the interlocutors in a deeper analysis of one or two most 
important features of their corporate reality with a clear RM context. As 
mentioned in Chap. 4, the interviews had also helped to test the question- 
naire before the field research started. 

The filled-in questionnaires and the author notes were used to compose 
the texts that were all sent back for review and (where needed) to be 
supplemented. In several cases this involved consultations with other than 
the originally interviewed persons. For internal firm policy reasons, some 
of the illustrations had to be anonymized what, however, made it possible 
to leave the material classified as sensitive intact. Although RM-Illustrations 
are generally separate contributions, some of them include comments, 
which repeatedly link the observed phenomena. 
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Illustration 1. International medium-sized home dćcor online retailer 
(Home décor retailer)* 


Interviewees 

l. Interim manager (sales, marketing, finance), employment his- 
tory: 4 years. 
Finance manager, employment history: more than 5 years. 
Production manager, employment history: more than 5 years. 
Marketing department employee, employment history: 3 years. 
Marketing department employee, employment history: more 
than 5 years. 
6. Sales department employee, employment history: more than 5 years. 


R GR 


General Corporate Profile 

The company was founded in 2003 in Cracow by a Dutchman, who spot- 
ted the chance to take partin the dynamic growth ofthe Polish e-commerce 
market. He chose a niche segment (at that time) of high-quality individu- 
alized home décor products. 

Currently Home décor retailer is present in 17 international markets, 
including the US-market, where it uses Amazon and eBay online plat- 
forms. Despite the fact that the company maintains a zero stock policy, the 
full order-production-delivery cycle for the American market takes only 
five working days. Approximately 70% of the 50,000 monthly processed 
orders are delivered via the intermediation of big e-commerce portals. In 
addition, Home décor retailer cooperates with a few hundred small 
e-shops. In both distribution channels the dropshipping model is applied: 
the order is processed via the webpage of an e-shop or e-platform, and 
production and delivery is handled directly by Home décor retailer. The 
third distribution channel are own e-commerce shops, which use own 
company brand or one of the brands from the company’s portfolio. 

The company employs more than 250 people, mainly in production, 
sales, marketing, customer care, and IT. These are simultaneously the 
business areas which, apart from product quality and reliable logistic pro- 
cesses, play a crucial role in shaping the company’s success. The company 
is highly dependent on customer satisfaction indexes, which constitute its 
daily performance review. They directly impact the choices of subsequent 
buyers and influence or sometimes even condition the possibility to sell via 
reputable e-commerce portals. The overview of the company’s character- 
istics is given in Table 5.1. 
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Table 5.1 Overview: Home décor retailer 


Number of direct Thousands of customers 
customers 

Number of employees Between 250 and 999 
Main market served B2C/B2B 

Main business focus Production with commerce structures and customer service 
Polish classification Production/commerce 

of business activities 


Dominant Centralization of decisions in the hands of top management, 

management style multiple layers of management, work standardization and 
formalization, big organizational units 

Main perceived The owner/president of the company 

success factors Highly qualified and engaged team 

Competitive Steady expansion in terms of sales or market share 

advantage indicators Steadily ahead of competitors in terms of profits 

(in the last two Entered a new market 

years) Steady increase of employment 


Steadily ahead of competitors in terms of customer satisfaction 
Steadily improving the customer loyalty rate 


* Descriptive company name—the company representatives agreed to share information only under the 
condition its name will not be revealed. Some of the company’s characteristics, which could lead to its 
identification, were changed. They, however, do not influence the core substance of this illustration. 


Main Focus of Illustration 
Corporate Culture 


Description 

Although revenues are always of crucial importance, for the top manage- 
ment of Home décor retailer, a good working ambience is even more 
important. The company’s management defines this as snooth communi- 
cation, the enthusiasm to learn from each other, and the acceptance that 
people sometimes make mistakes. In this company every manager knows 
much about their employees and is interested in their talents, problems, 
and life in general. The company promotes the ‘attitude of wealth’ among 
its managers (inspired by Charles Richards’ book—Psychology of Wealth). 
According to this approach, the value of a manager is reflected not only in 
their personal achievements but also in what their employees achieve. It 
increases the willingness to share knowledge and experience from fields 
other than the company’s own business. An example can be lectures orga- 
nized in the company, which touch topics other than e-commerce with the 
aim of stimulating ‘out-of-the-box’ thinking, such as “How to make a 
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company bankrupt in half a year” or “Unknown masters: how middle- 
sized German family businesses became leaders in their niche segments”. 
Mutual openness and the feeling of belonging to a valued team of people 
make employees who made a mistake feel personally affected and disap- 
pointed. Therefore, instead of additionally penalizing them, the company 
concentrates on drawing conclusions which will be helpful to avoid com- 
mitting the same mistake again. Penalties are perceived as a tool that does 
not motivate to better performance, but leads to hiding mistakes. 

The great commitment of the company’s leadership to a positive work 
ambience is reflected in some recent incidents. Home décor retailer 
employed an experienced British e-commerce consultant. This person was 
looking down on others and acted as if he had a monopoly on good ideas. 
Having extensive plenipotencies, the consultant wanted to introduce a lot 
of changes without explaining their scope and the expected outcome. This 
quickly caused many employees from different departments to complain 
about this situation directly to the firm’s owner. This conflict came to a 
head within a couple of months. Despite the fact that it was very costly, the 
company’s owner decided to terminate the contract with the said consul- 
tant as requested by the whole team, as otherwise the company would face 
the resignation of many crucial employees. A similar situation, although of 
a lesser scale, happened again with the employment of the new IT man- 
ager. With respect to the company’s development, he recruited several 
new employees who had been working for his former employer. One of 
them behaved just like the British consultant. His knowledge was indis- 
putable, but his interpersonal skills were very poor. For example, he made 
it clear to the team he managed that the actual hierarchical position in the 
company structure reflects personal skills and abilities. As a result, this 
employee was offered another position, where his individual skills were 
much more important than cooperating in the team, and ultimately he 
was laid off. 

The inability to work in a group is not only a managerial issue. Not 
every boss that has an unfavourable opinion about their employees is the 
cause of the problem. As the new production manager started his role, he 
had to objectively improve poor departmental quality performance indica- 
tors. At the time of carrying out the interview it was not possible to trace 
back what were the actual origins of the situation: for example, poor man- 
agerial skills of the former boss or poor recruitment policies. With high 
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certainty these and other issues had had a mutually reinforcing effect on 
the team performance. Only after changing 75% of the staff and after pre- 
cisely articulating goals and making available appropriate organizational 
tools, the wave of indolence, lack of engagement, and mistakes was 
stopped. The production team was re-born, and currently these employ- 
ees enjoy much freedom and rarely make mistakes. 

Also among office line employees there were some individuals whose 
behaviour was negatively influencing the team spirit. One of them was a 
particular employee who despite committing a lot of mistakes was given 
another chance and prolonged employment contract by their supervisor. 
However, this employee soon accused their boss of having committed bul- 
lying towards her and began to snoop on team members looking for their 
mistakes. All this resulted in the atmosphere in the team being so tense 
that most of employees announced they would collectively quit if this per- 
son stayed any longer. 

The corporate culture of Home décor retailer, as is the case of every 
organization, is an ephemeral phenomenon. The extent to which it effec- 
tively facilitates the coexistence of a group of people in pursuing team and 
individual goals changes continuously. This dynamism is shaped by ongo- 
ing experiences, interactions, and the determination of the management 
and the team to interpret the formally and informally adopted values in a 
genuine way. The example of Home décor retailer simultaneously shows 
the strengths and the weaknesses of the relational business model. The 
ability to create working conditions that foster self-control and self- 
motivation and make people engaged is arguably one of the core corpo- 
rate success factors reflecting the RBV concepts of VRIO resources and 
dynamic capabilities. The difficulty in preserving this ability and in devel- 
oping human resources poses a major challenge for a company that is 
temporarily enjoying its effects. The example of Home décor retailer 
shows that even single personnel decisions may heavily impact this ability 
and disperse human resources, which have up to now been providing its 
strength. It is exactly this ephemeral quality of internal relationships which 
makes it hard to empirically validate the leverage power of RBV, especially 
in quantitative research. The intermittent nature of this phenomenon 
often makes the position of yesterday’s leaders quickly erode. Sometimes 
much quicker than the publishing cycle of scientific papers. 
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Illustration 2. Large manufacturing company operating in the 
FMCG market* 


Interviewees 
1. Sales manager—traditional distribution channels, employment his- 
tory: more than 5 years. 
2. Sales manager—new distribution channels, employment history: 
more than 5 years. 
3. Key account field manager, employment history: more than 5 years. 


General Corporate Profile 

“Large manufacturing company operating in the Fast Moving Consumer 
Goods market” (Large FMCG manufacturer) supplies numerous interna- 
tional markets with various cosmetic and food brands. In its sustainable 
development strategy the company emphasizes achieving a balance 
between economic outcomes and the ability to influence everyday human 
lives (consumers, employees, small suppliers) in a positive way as well as 
reducing its negative impact on the natural environment. The overview of 
the company’s characteristics is given in Table 5.2. 


Main Focus of Illustration 
Managerial Tasks 


Description 

FMCG companies have been traditionally the largest advertisers using 
electronic media. The FMCG markets are characterized by immanent ano- 
nymity, which means that these companies need intermediaries to reach 
their end consumers. One opportunity for a direct dialog with their clients 
for such companies is social media. However, even if a great interactive 
platform, social media are not without disadvantages. For example, they 
are mainly a source of information about customer buying intentions but 
not actual buying behaviour. Such data is only available in teller systems 
and systems servicing loyalty programmes owned by retail chains. 

Until recently, the cooperation with retailers has been carried out in 
line with the schema described in Illustration 3 (Pamapol). The FMCG- 
companies have been trying to combine a marketing pull strategy (e.g., 
ongoing advertising) with a push strategy (e.g., sales representatives fre- 
quently visiting diverse types of intermediaries to mobilize them to partici- 
pate in simple consumer and trade promotions). Nowadays the job of a 
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Table 5.2 Overview: Large FMCG manufacturer 


Number of direct Thousands and more 
customers 
Number of employees Between 999 and 4999 
Main market served B2C 
Main business focus Production with commerce structures, customer service and 
augmented services 
Polish classification of Wholesale trade 
business activities 
Dominant management style 
e strategic company Centralization of decisions in the hands of top management, 
level multiple layers of management, work standardization and 
formalization, big organizational units 
Decisions in the hands of multiple types of managers and highly 


* operating : ste i CER i 
company level qualified specialists, big organizational units 
Main perceived Highly qualified and engaged team, excellent corporate 
success factors reputation/very strong brand 
Competitive Steady expansion in terms of sales or market share 


advantage indicators Steadily ahead of competitors in terms of profits 
(in the last two years) Entered a new market 
Steadily a sought-after employer 


* Descriptive company name—the company representatives agreed to share information only on condi- 
tion its name will not be revealed. For the same reason, the general corporate profile does not provide any 
particular facts and data. The illustration represents the opinions of white collar employees. 


sales representative resembles more consulting services than short-term 
project management. In the case of big retail chains, such cooperation 
involves joint volume analysis and customer buying behaviour analysis that 
enables the launch of dedicated products or the introduction of advanced 
Supply Chain Management solutions (from sales prediction through to 
Just-in-Time supply). 

Such a work environment demands adaptable decision making and 
handling based more on data analysis, intuition, and on-the-job experi- 
ence than on reproducing learnt schematic procedures. This is a great 
challenge not only for the sales representatives, but even more for their 
supervisors. For more than a year, Large FMCG manufacturer has been 
implementing changes aimed at helping its managers move their focus 
from plain sales reports, controlling, and providing simple instructions to 
managing by observation, listening, and coaching. This change has been 
marked in a symbolic way by the transition from MS Excel sheets to the 
MS Word text processing editor in preparing employee assessment reports. 
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The latter became more descriptive and oriented to soft skills as an alterna- 
tive to ‘hardline’ KPIs. 

Large FMCG manufacturer’s managers of all layers make use of the 
help of external coaches, whose role is to develop their ability to listen and 
to understand people and their emotions (also based on psychological 
knowledge), to build trust and to adequately react to varied situations. 
The company acknowledges the role of the human psyche on their func- 
tioning in any social context and that one of the major sources of stress or 
irritation can be the direct supervisor. This is more than mere declarations: 
if required, the company offers its employees free-of-charge consultations 
with a psychologist. 

In the course of said change management, a 70/20/10 work time 
breakdown of a manager has been proposed. According to this model, 
managers should devote most of their time to the individual development 
of their employees, 20% to issues concerning the whole team, and only the 
remaining 10% to directly discussing ongoing business tasks. Hence, at 
Large FMCG manufacturer, all meetings begin by discussing human- 
related issues, like their well-being, and barriers, problems, and challenges 
they face. Only afterwards comes the time to review the ongoing work, 
because the company assumes that the employees know what to do, and if 
they have problems they simply report them and are not afraid to ask for 
advice. By introducing the 70/20/10 rule, the company hoped to change 
the perception of a manager primarily as a principal and controller towards 
the image of a leader and coach. Therefore, the main goal of a manager in 
Large FMG manufacturer is to make sure that their employees have moti- 
vation to work—not in an oppressive manner, but so that they bring out 
the best in themselves. Thanks to the development of their emotional 
intelligence and interpersonal skills, the managers are closer to their 
employees. They should reduce the dialogue-blocking distance and pres- 
ent a receptive and engaged attitude towards the people that have been 
entrusted to them. By fostering team spirit and positive one-to-one rela- 
tionships, the employees should gain a broadly understood psychological 
comfort, starting with personal security and dignity and ending with the 
perception that they are not stuck in the company but that they keep on 
learning new things and finding challenges worth their endeavour. This, in 
the end, will advance them to the position of a valuable partner in cus- 
tomer relationships. 
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Illustration 3. Pamapol S.A. 


Interviewees 
1. Marketing director, employee history: more than 19 years. 
2. Sales director, employee history more than 20 years. 


General Corporate Profile 

Pamapol is #2 in the Polish convenience food market. The product range 
the company offers also includes tinned food, patés, ready-to-cook soups, 
and preserved vegetables. Pamapol distributes products in traditional 
channels via wholesalers as well as directly supplying large retailer chains. 
The company builds up its position both by developing its own brands 
and by acquiring entities having a strong position in complementary mar- 
ket segments. Pamapol is also one of the biggest private brand conve- 
nience food supplier to leading retail organizations. The overview of the 
company’s characteristics is given in Table 5.3. 


Main Focus of Illustration 
The impact of personal/informal relationships on business relations 


Table 5.3 Overview: Pamapol S.A. 


Number of direct 
customers 

Number of employees 
Main market served 
Main business focus 
Polish classification 
of business activities 
Dominant 
management style 


Main perceived 
success factors 
Competitive 
advantage indicators 
(in the last two years) 


Several hundred 


Between 250 and 999 

B2B 

Production with commerce structures and customer service 
Manufacturing 


Centralization of decisions in the hands of top management, 
multiple layers of management, work standardization and 
formalization, large organizational units 

Highly qualified and engaged team 

Technical excellence 

Steady expansion in terms of sales or market share 

Steadily ahead of competitors in terms of profits 

Entered a new market 

Steady increase of employment 
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Description 

With its own and associated brands, Pamapol has been an active player in 
the convenience food market for several years (although the history of the 
oldest brand owned by the company—Kwidzyń— dates from the year 
1934). After the year 1989, the Polish FMCG retailing market underwent 
a general change. The dominant roles were seized by a large-scale retail 
chain and some of the biggest chains of the wholesale and semi-wholesale 
trade, which diminished the position of small local stores and wholesalers. 
The intensification of competition also forced smaller players to increased 
professionalization. The longitudinal presence of Pamapol’s sales force has 
made it possible to make interesting observations showcasing the evolu- 
tion that this market has undergone, also with regard to personal and 
business relations. 

The specifics of sales representatives’ work are that they maintain ongo- 
ing contacts, including face-to-face contact, with their clients. As a natural 
consequence, some intimacy and trust is built. In turn, the customer is 
more open for a dialogue and ready to take account of their suggestions, 
proposals, or even requests. However, according to Pamapol’s observa- 
tions, this personal influence seems to get weaker the more professional 
the client organization becomes. During the pioneering times when the 
contemporary retail market organization was only beginning to crystalize, 
a store or wholesale company owner was willing to place an order without 
conducting any market analysis—purely after an informal recommenda- 
tion of the sales representative (e.g., “Take 10 palettes of product X, peo- 
ple will buy it for sure”). In over-the-counter selling shops, it was even 
profitable to maintain relations with particular personnel members. As 
these shop assistants were not anonymous to the end-consumers, they 
were willing to make recommendations in exchange for low-value gad- 
gets, and thus they were contributing to meeting the sales targets. 
Nowadays, however, at least in the case of ready-made meals, having a 
good relationship with the decision-maker only enables them to be easily 
reached and to count on their attention, but it has no major influence on 
their decisions. In other words, if the market analysis based on statistically 
processed data does not indicate a chance of making good business, the 
only courtesy that the decision-makers will offer to the befriended sales 
representative is to give detailed feedback on why the offer is declined. 
Their position will not be significantly different than any other sales repre- 
sentative offering an unattractive proposal. 
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Nonetheless, Pamapol managers still maintain that, in particular situa- 
tions, personal, informal relationships may make a big difference. They 
link them, however, with more significant transactions. A good example is 
the history of contacts with a particular facility manager, whom the repre- 
sentatives of Pamapol have been meeting at industrial fairs, at informal 
dinners and at ‘in-the-corridors talks’. Six years of such informal dialogue 
has finally brought a major transaction. Still, it should be assumed that this 
business was basically beneficial to both parties, and the long time that had 
passed before the customer decided to conclude it indicates that it was 
well though-out, not an emotional decision. 

What links the behaviour of both smaller and larger companies’ busi- 
ness partners is the professional procurement process. In contrast to the 
early times of Polish capitalism in the late twentieth century, the contem- 
porary electronic analytical systems and the multi-criteria formal decision- 
making procedures in the B2B sector seem not to leave much room for 
personal relationships. This is, however, only an apparent change. Although 
the recommendations of Pamapol’s sales representatives for novice shop 
owners were informal and intuitive, they must, however, have been gener- 
ally beneficial to them. Otherwise their businesses would have deterio- 
rated, which in the end would also have hit Pamapol. These relationships 
had always to be mutually beneficial, though the ways or tools to succeed 
in those times were simpler. Similarly, nowadays a personal relationship 
cannot make up for lacking business perspectives. Being aware of this, 
Pamapol started its own R&D activities. Thanks to this it can offer prod- 
ucts tailored to customer needs. A good example is meatballs in dill cream 
sauce, which Pamapol delivers to the biggest retail chain in Poland, 
‘Biedronka’, whereas the standard product is offered in tomato sauce. A 
lack of willingness or possibility to change the product recipe would argu- 
ably have caused Pamapol to lose its important client despite good per- 
sonal relations. By contrast, however, very good relationships among 
buyer and supplier representatives help to make the client aware of the 
firm’s competences, to present product arguments, to learn about the 
motives, needs and client business specificity and, occasionally, to benefit 
from personal preference, provided the alternatives offered by the com- 
petitors are comparable. 

To sum up one can say that, from Pamapol’s managers’ perspective, the 
most important issue in B2B relations is the ability of the supplier to 
jointly co-create attractive value with its clients. Lacking good personal 
relationships may, however, delay or even disallow the development of 
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tighter cooperation, because the customer will not recognize its potential. 
In contrast, in the case of temporarily lacking the ability to propose attrac- 
tive cooperation, the openness for communication will help the supplier in 
precisely identifying its own weaknesses. The relationship capabilities are, 
therefore, one of the core corporate competences. 


Illustration 4. Medium manufacturing company representing chemi- 
cal industry* 


Interviewees 
l. Member of the executive board, employment history: 15 years; 
simultaneously acting executive board member in other enterprises 
and industrial associations, and executive boards’ advisor. 


General Corporate Profile 

Several decades have passed since the foundation of ‘Medium manufactur- 
ing company representing chemical industry’ (Chemicals’ manufacturer). 
During that time the company has become the industry leader, distribut- 
ing its products to numerous international markets. The company is active 
mainly in the automotive and building sectors. It has its own brands dedi- 
cated to various market segments and develops its own technologies. The 
overview of the company’s characteristics is given in Table 5.4. 


Main Focus of Illustration 
Personal relations between high-ranked executives in the B2B markets 


Description 

Manufacturing companies generally believe that the success of a company 
is mainly shaped by the ability to deliver a good product in a good price. 
Nowadays, in many industries, this still remains the basic though not suf- 
ficient requirement. The differences among basic product/price charac- 
teristics are so narrow that the development of a company and acquiring 
new customers are (according to the quoted interlocutor) only enabled by 
personal relations. However, this is not about shallow ad hoc contacts, but 
a long-term, sincere relationship. From the business point of view, the 
actual content of such relationships is the ability to get access to undis- 
closed information. In the end, it all comes down to customer needs defi- 
nition—needs that could be satisfied by many potential suppliers, if they 
knew the broader context of customer decision-making. Without such 
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Table 5.4 Overview: Chemicals’ manufacturer 


Number of direct Several hundred 

customers 

Number of employees Between 50 and 250 

Main market served B2B 

Main business focus Production with commerce structures, customer service and 
augmented services 

Polish classification Manufacturing 

of business activities 

Dominant Centralization of decisions in the hands of top management, 

management style multiple layers of management, work standardization and 
formalization, large organizational units 

Main perceived Highly qualified and engaged team 

success factors 

Competitive Steady expansion in terms of sales or market share 

advantage indicators Entered a new market 

(in the last two years) 


* Descriptive company name—the company representatives agreed to share information only under the 
condition its name will not be revealed. For the same reason the general corporate profile does not provide 
any particular facts and data. 


intelligence they can only compete on quality and price of the standard 
offer, and on some additional blindly chosen supplementary arguments, 
which sharply reduces their chances of success. 

Meanwhile, in order to co-create substantial value with the customer, 
their openness and attention is needed. In this context, the attitude of the 
leaders on both sides is very important including their mutual attitudes, 
interpersonal skills, and value systems. If they can communicate sincerely 
and place their trust in each other, their talks will be effective and they can 
quickly move joint ventures forward. An example of such transparency 
could be the supplier quickly reporting that the requested technical or 
financial boundary conditions cannot be met because of concrete, factual 
reasons that the final combined product recipient (the client of the client) 
might have not been aware of. An alternative could be an attempt to for- 
mally meet these requirements, but at the cost of some compromise (e.g. 
with regard to quality) that the final product recipient did not foresee or 
such that would not have been possible to verify. 

Certainly, not every business opportunity leads to direct contacts of top 
executives. In general, the greater the disproportion between the compa- 
nies, the harder it is to establish such a connection. Larger organizations 
are also usually less flexible because of the structural and processual costs 
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of servicing (what they assess as) niche markets, needs, and processes. This 
gap is bridged by specialized middlemen. These very well connected indi- 
viduals can be labelled ‘relationship brokers’. They are usually experienced 
managers, who retired after a long service in multinational companies and 
influential industrial bodies and who still observe the market from close 
up. Owing to this, they analyse industrial trends, planned investment and 
the motives of decision makers to effectively connect people, firms and 
projects. Being ‘relational know-how masters’, they offer their knowledge 
and advice to firms whose relationship capital is insufficient to become a 
recognized business network member on their own. 

To conclude, one can say that the business practice of Chemicals’ man- 
ufacturer contradicts the view that the transparency of the institutional 
markets precludes the possibility to effectively use personal relations for 
business purposes. First, only products based on some industry standards 
are fully transparent, but not dedicated solutions that have to be co-devel- 
oped with the customer. Second, personal relationships seem to be equally 
important in B2B and B2C markets provided the relationship is estab- 
lished between individuals, who treat themselves as partners and possess 
the authority to take binding decisions in the given business case. Even if 
the decision-making process in the B2B setting is more complicated and 
more professional, the decisions are taken in bounded rationality, which 
causes risks that can be intuitively mitigated by trusted partners. 


Illustration 5. Konimpex-Invest Sp. z 0.0 


Interviewees 
1. General director, employment history: more than 5 years. 
2. Manager of customer service office, employment history: more 
than 5 years. 


General Corporate Profile 

Konimpex-Invest is a medium real estate developing company that has 
been operating in Poznan and Konin areas for 15 years. The company 
coordinates the building activities of several real estate investments, mainly 
targeted at individual clients. This implies that the company does not 
manage its own building teams, but focuses on searching and purchasing 
attractive construction land, giving guidelines and placing orders for archi- 
tectural plans that should cater to contemporary customer needs, and 
supervising construction works. In addition, Konimpex-Invest offers 
administration services in own-built estates via its associated company. 
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Table 5.5 Overview: Konimpex-Invest Sp. z 0.0. 


Number of direct Several hundred 

customers 

Number of employees Between 10 and 50 

Main market served B2C 

Main business focus Commerce, customer service and augmented services 


Polish classification of | Construction 
business activities 
Dominant management Decisions in the hands of multiple types of managers and 


style highly qualified specialists, large organizational units 
Main perceived success Highly qualified and engaged team 

factors Excellent corporate reputation/very strong brand 
Competitive advantage Steady expansion in terms of sales or market share 
indicators Steadily ahead of competitors in terms of profits 

(in the last two years) Steady increase of employment 


Steadily improving customer loyalty rate 


The company is part of Konimpex capital group, which operates in 
diversified industries. The parent company has been specializing in the 
trade of raw materials and industrial and chemical components for 30 years. 
In addition, the group consists of Konimpex-Plus (outdoor clothing and 
equipment distributor), Konimpex Trading (facilitating trade between 
Poland and Uzbekistan), and publishing house “Przegląd Koniriski”—a 
publisher of three regional magazines. The overview of the company’s 
characteristics is given in Table 5.5. 


Main Focus of Illustration 
Barriers to developing relationships with customers and suppliers 


Description 

Theoretically, companies in the real estate development industry have a 
superior starting position for customer relationship management. Direct 
access to customers, very high value of transactions and their emotional 
importance make them open to non-anonymous contacts via varied com- 
munication channels. What is, however, somewhat problematic, is the 
repeatability of transactions. According to varied sources, an average Pole 
changes accommodation 2-5 times in a lifetime (however, no research is 
available that would differentiate between changing to a new or pre- 
owned flat (Badowski 2017; Polskie Radio 2014)). Buying an apartment 
from the same developer again is therefore unlikely. This places contacts 
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with companies such as Konimpex-Invest more in a transactional than a 
relational context. Naturally, a real estate company cannot afford to deliver 
a poor quality apartment or to break given promises (e.g. failing to build 
a playground once the building is ready). Nonetheless, in the case of most 
customers, carrying out the proactive elements of CRM strategy does not 
apply in the after-sales period when, owing to a very distant prospect of 
buying an apartment again, customer interest in maintaining contact with 
the company falls dramatically. Also, possible referrals will be based rather 
on the material elements of the offer (apartment) than on after-sales con- 
tacts with the company. 

Nonetheless, Konimpex-Invest found a way to widen the spectrum of 
relational cooperation with its customers. Being aware of the fact that the 
actual possibility to engage the customer in a relationship cumulates in the 
period before the apartment is handed over, the company proposes a pro- 
gramme called ‘Reciprocal package’. It is aimed at motivating customers 
towards activities benefiting the company in exchange for financial allow- 
ance in the form of free of charge transfer of the apartment ownership 
rights. ‘Reciprocal package’ is based on a points system. Half of these 
points are granted for using the add-on services Konimpex-Invest pro- 
vides (e.g. mortgage and finishing works intermediation). The other half 
is linked with activities on social media: leaving positive comments on the 
company’s Facebook fan page and providing a recommendation on 
Facebook or Google maps. 

The said programme does not impact long-term relationship manage- 
ment. However, the second initiative of Konimpex-Invest does. Most cli- 
ents are looking for a new flat for themselves. However, there is a tiny 
group of people who buy new apartments with the intention to rent them. 
Many of these individual investors have built private real estate portfolios, 
which creates the potential for mutual long-term cooperation. Even if the 
main substance of the transaction is the apartment, the emphasis is placed 
on after-sales services. With regard to service logic, the duration and prof- 
itability of the relationship is mainly shaped by the extent that the com- 
pany enables its customers to unfold their real estate investment strategy 
without having to be personally involved in the renting activities. Hence 
Konimpex-Invest, via its partner company, offers convenient services rang- 
ing from financial bookkeeping to full legal, technical, and maintenance- 
administrative services. 

Overcoming the barriers of the transactional business model with the 
help of a selective relational strategy and the servicization of the offer 
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indicates an advanced approach to RM. Nonetheless, the transactional 
logic dominates not only in the case of the bulk of the individual clients, 
but also towards the company’s suppliers. Konimpex-Invest purposefully 
does not develop strategic relationships with any of the construction com- 
panies because it assesses that exploiting the full potential of a given con- 
struction project is much more probable if it is separately negotiated each 
time. Such an approach is exemplified in periodical change of analysts 
assessing the offers and of frontline personnel directly contacting the con- 
struction companies. Konimpex-Invest does this to avoid personal 
acquaintance impacting the professionalism of the tender assessing process. 

Moreover, it is a rule of thumb to cooperate with multiple construction 
companies even if the finished investment projects are highly satisfactory. 
Such a policy is dictated by the logic of tender offer procedure. Although, 
as a private investor, Konimpex-Invest does not have to select based on the 
lowest price, the company expects to receive competitive offers. However, 
owing to the fact that preparing such an offer is very time-consuming and 
costly, the construction companies carefully analyse the likelihood of gain- 
ing the contract before they decide to begin to tender. If one company 
kept winning all tenders organized by Konimpex-Invest, it would soon 
only be this offerer that would stand for the next tender, which could 
heavily impact its pricing policy. 

The same logic is reproduced in the sugar market (compare Illustration 
7), where the main buyers purposefully divide their orders so that no sup- 
plier gains the upper hand and in the case of Termy Maltańskie (Illustration 
6), although this time the market is being intentionally divided not by the 
buyer, but by the supplying companies. The example of Konimpex-Invest 
and these firms indicates that relational-based competitive advantage 
mainly emerges when there exists room for joint individualized value co- 
creation. In such a case one can assume that the market is best coordinated 
by managing relationships. However, if the potential for co-creating indi- 
vidualized value in a long-term relationship is unlikely or it mainly depends 
on the buyer (so that the buyer could achieve a comparable effect with any 
partner), relational cooperation loses ground as the most effective market 
coordination method. This may be one of the reasons for the difficulties 
hitherto in proving the positive assumptions of RBV. Corporate resources 
may be relatively valuable, rare, inimitable, and organized so that the com- 
pany holds a strong position among the limited number of market leaders 
and simultaneously still too generic to achieve absolute dominance. 
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Illustration 6. Termy Maltańskie Sp. z 0.0 


Interviewees 
l. President of the executive board, employment history: more 
than 5 years. 
2. Executive board member, employment history: more than 5 years. 


General Corporate Profile 

Termy Maltańskie is the biggest waterpark in Poland and the third biggest 
in Europe. The company is fully owned by the municipality of Poznan. 
The facility was put into service in 2011 and its development was listed as 
one of the key investments coordinated with the European Football 
Championships UEFA EURO 2012, for which Poznań was one of the 
hosting cities. The facility contains recreational and sports swimming 
pools and a sauna zone, which are visited by 1.2 million guests annu- 
ally (based on data from 2019; COVID-19 crises brought sever losses in 
guest numbers in 2020). The complex holds several cooperating compa- 
nies including swimming school, fitness, dance school, and restaurant. 
The overview of the company's characteristics is given in Table 5.6. 


Main Focus of Illustration 
Supplier—buyers Relationships 


Table 5.6 Overview: Termy Maltańskie Sp. z 0.0. 


Number of direct Thousands and more 

customers 

Number of employees Between 50 and 250 

Main market served B2C 

Main business focus Services with commerce structures 


Polish classification of Other services 
business activities 
Dominant management Democratic decisions resulting from the opinions of many 


style employees, small organizational units and matrix structures. 
Main perceived success Highly qualified and engaged team 
factors Convenient localization 


Competitive advantage Steady expansion in terms of sales or market share 
indicators Steadily ahead of competitors in terms of profits 
Steadily improving customer loyalty rate 
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Description 

One of the priorities for a company offering leisure time spending in water 
is safety. Among many facets of this problem, which include such issues as 
the technical reliability of facilities and their proper maintenance and 
cleanliness, the number of lifeguards and their training seems to play the 
most important role. Despite the fact that the said service is rather uncom- 
plicated (many young people earn a lifeguard licence after attending an 
one-week course and passing the exam), in a business context it bears high 
risk, which has to be reduced, especially by a publicly-owned company. 
For its management, every case of drowning, even if all official rules were 
followed, would be highly likely to end in having an argument with the 
public on potential additional safety measures that might have saved a 
human life. 

Owing to this, whatever investment in security the company would 
allocate (e.g. hiring additional lifeguards) could be seen as insufficient. 
Therefore, a more effective way of elevating the level of security is to share 
this risk with a specialized partner. A lifeguarding company is responsible 
for the recruitment, required licences, training level, and the general work 
attitude of its employees. It has to guarantee that enough personnel will 
be available even in the summertime, when the demand for lifeguarding 
increases sharply. The additional specificity of Termy Maltańskie is that, as 
a publicly-owned company, it is obliged to follow the rules of Public 
Procurement Law, if the annual worth of products or services of the same 
kind exceeds 30,000 EUR. Following this, Termy Maltariskie has to carry 
out complex tendering procedures, inter alia, for lifeguarding services. 

Theoretically, the party that purchases products or services has an 
advantage over the supplier, at least until the transaction is concluded. The 
buyer can exert pressure on the supplier, and if the offered conditions are 
not satisfactory, they may well choose another one. This is a classical 
imbalance of contracting parties, which heightens the more competitive 
the market and the more generic the offer at stake. A public tender is a 
tool that mostly takes into account the price, and therefore it follows the 
transactional logic of doing business. On the other hand, lifeguarding ser- 
vice providers are aware of their critical importance for big waterparks, and 
they have become experts in public tendering. This has allowed the rela- 
tionships among the big lifeguarding firms to flourish. 

The tendering process is expected to create transparency and optimize 
public funds disbursement. However, according to the practice of Termy 
Maltańskie and other similar firms, these objectives are, at least partly, not 
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met. In order to meet the strict safety regulations, waterparks have to set 
rigorous requirements, which allow them to formally accept an offer for 
further detailed examination. However, this reduces the number of poten- 
tial service providers to only a few of the largest ones in Poland. As this 
situation has repeated again and again, a quasi-monopoly in the niche of 
lifeguarding services for large facilities has emerged. 

A closer look at the pattern of behaviour of large lifeguarding compa- 
nies brings similar observations. One of them places a dumping offer, 
another an expensive one and the third one the offer with a targeted price 
level. Initially, the lowest-price logic favours the first offer, which is, how- 
ever, placed only in case an unexpected competitor emerges. As soon as 
the list of offers is closed and there is no such danger, the lowest offer is 
withdrawn, and the tendering is won by the ‘third’ company. The offer 
with the highest price acts as the background for the whole tendering 
process, so that it cannot be annulled. This schema is being reproduced 
elsewhere across the country. The only difference is the changing roles of 
the companies. 

The collusive behaviour of the three companies is most evident. It is 
simultaneously proof of managing relationships—even if not, as usual, 
with customers, but with competitors. So it seems, a company does not 
necessarily have to adopt a total RM strategy. This means that the relation- 
ship management capability with some actors does not exclude adopting a 
transactional strategy towards others. RM is, therefore, not a ‘natural 
strategy’, which will prevail once the external and internal barriers of its 
implementation are overcome. A healthy business relationship is only pos- 
sible when the partners of the relationship have a free choice and maintain 
comparable positions, and the more likely this is, the higher the chance for 
synergistic added value generation. 

Interestingly, by imposing the transactional logic of tendering to pre- 
vent the relationships between the representatives of buyer and seller 
going against the interest of the tax payer, the legal regulations have, in 
fact, undermined the position of the publicly-owned company. However, 
arguably, in the given circumstances, also the classical ‘invisible hand of 
the market’ would probably also not guarantee a better outcome, because 
the rent resulting from the collusive relationship seems to be higher than 
the theoretical rent resulting from unforced customer loyalty-making. 
Paradoxically, the intervention of the state would be most welcome—not 
in the form of tendering but in effective anti-cartel regulations. 
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Simultaneously, although RBV clearly describes the intra-company 
mechanism for generating sustained competitive advantage based on 
VRIO resources and dynamic capabilities, the example of Termy Maltariskie 
indicates that business performance may be strongly affected by the exter- 
nal market forces described by M. Porter (1979). In the case of the life- 
guarding services’ market, the bargaining power of suppliers and buyers is 
balanced, as there are few of them on either side. The substitute for out- 
sourcing of lifeguarding services is organizing these services by the water- 
parks themselves, which, owing to the highlighted risks is not a comfortable 
option. The industry rivalry is not intense, because of mutual relationships 
and shared market servicing strategy, which is directed to minimize the 
threat of new entrants (by applying the mechanism of the dumping offer). 
Hence, even if lifeguarding is a generic service, the threat of new entrants 
is also not acute, which, in the end, stabilizes the market structure. 


Illustration 7. Sugar-refining group* 


Interviewees 
1. Finance Manager, employment history: more than 5 years. 
2. Sales Manager, employment history: more than 5 years. 


General Profile 

Sugar-refining group is a European sugar manufacturer present in 18 
countries. The company (the first sugar refinery) was found in nineteenth 
century by several small investors in Germany. The company generates 
60% of its turnover in the market of big consignees, such as manufacturers 
of sweets and soft drinks. In addition, it owns sugar consumer brands. 
Sugar-refining group holds the strongest position in northern Europe. In 
Poland it belongs to the group of the three biggest sugar manufacturers. 
The overview of the company’s characteristics is given in Table 5.7. 


Main Focus of Illustration 
The influence of competition and unfavourable market conditions on the 
importance of customer relationship management. 


Description 

Not long ago the sugar market on the territory of the European Union 
was fully regulated. In 2012 the price regulation was lifted, and in 2017 
the production limits were also lifted. The result was sharp price 
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Table 5.7 Overview: Sugar-refining group 


Number of direct Several hundred 

customers 

Number of employees Between 999 and 4999 

Main market served B2B 

Main business focus Production with commerce structures, customer service and 
augmented services 

Polish classification Manufacturing 

of business activities 


Dominant Centralization of decisions in the hands of top management, 

management style multiple layers of management, work standardization and 
formalization, big organizational units 

Main perceived Highly qualified and engaged team 

success factors Excellent corporate reputation/very strong brand 

Competitive Steadily ahead of competitors in terms of profits 


advantage indicators 
(in the last two years) 


* Descriptive company name—the company representatives agreed to share information only on condi- 
tion its name will not be revealed. 


fluctuations from a record high of approximately 600 EUR/tonne to very 
low 250 EUR/tonne—as the interview was being held. This situation was 
influenced by the expansion of sugar production area across EU-countries 
and very good sugar beet crops in the European Union and sugarcane 
harvests in Brazil. This heavily affected the financial outcomes of sugar 
manufacturers, because they usually rely entirely on selling sugar and its 
low-processed products (e.g. special sugars like sugar with cocoa and pow- 
dered sugar). The knock-on effect was fierce competition that was reflected 
by the willingness to ship sugar over large distances. Up to this point a 
relatively stable market allocation was cultivated, which was sanctioned by 
the long tradition and the high costs of shipping sugar in relation to the 
shipment value. 
Sugar-refining group identifies three main client groups: 


e food manufacturers, 

e retail sugar distributors in the markets, where the company maintains 
geographically-based competitive advantage, 

e sugar distributors in export markets. 
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The portfolio of the key clients from the first group has been stabile for 
years. This is not due to long-term contracts (these are usually signed 
annually), but because of: 


e market price transparency (sugar is traded on commodity exchanges, 
therefore the buyers may easily negotiate a satisfactory price without 
having to change supplier); 

e the policy of the key buyers, who divide their orders across two or 
three suppliers (so that none of them would get a dominating 
position). 


It seems that the policy of balancing the market is very important for 
the major sugar buyers. A good example of how this policy is being imple- 
mented can be seen in the situation of a particular food manufacturing 
facility, which is situated a couple of miles from the sugar refinery and yet 
it purchases only a part of the required sugar quantity there. The rest is 
supplied by refineries owned by the other sugar corporations, even if the 
shipping costs are much higher. 

Being an established market player, Sugar-refining group has always 
relied on the principle of maintaining long-term customer relationships. 
However, the sugar oversupply crisis has made it clear to the company’s 
management that even if cooperation with the food manufacturers is of 
mutually strategic importance, Sugar-refining group’s impact on the value 
creation processes of its clients is marginal. It is entirely based on one 
homogenous product and, as purchasing managers from food industry 
say: “sugar remains sugar”. Therefore, the relations Sugar-refining group 
holds with these clients can be characterized in the following way: 


e itis important with regard to transactional volume, but of low inten- 
sity and generally maintained by necessity; 

e itis heavily shaped by exogenous factors; 

e it is marked by the advantageous position of the buyers, who make 
use of sugar price transparency and ‘regulate’ the market, only 
expecting that the supplier react to the required demand. 


In the case of the second group of clients—the retail sugar distributors 
located in the markets where Sugar-refining group maintains a 
geographically-based competitive advantage, the oversupply of sugar has 
also impacted the margins of the company, even if the costs of shipping 
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sugar from Western or Central Europe via the Baltic See or Danish Straits 
moderately stabilized the price reduction. On the other hand, the crisis 
has made it evident that also in the case of these clients, the stability of 
business relationship is generally exogenically-based, and the only tangible 
effect of the strategic partnership with the retailing distributors are the 
‘innovative’ special sugars, which remain low-processed products. That is 
why in countries such as Poland, where there are several major sugar sup- 
pliers, the retailing distributors do not develop strong exclusive ties with 
any of them, especially owing to the fact that they usually sell sugar under 
their private labels. Probably the only way of taking advantage of relation- 
ship rent by sugar manufacturers remains on the basis of individual rela- 
tionships between the employees of the buyer and supplier. However, this 
mainly translates into an information advantage, but not to ultimate buy- 
ing preference. Moreover, many retailing distributors keep on changing 
the areas of responsibilities of their purchasing staff to minimize what they 
perceive as the risk of bribery. 

To sum up, one can state that longitudinal relationships in a market of 
limited competition where a low-processed, homogeneous, non-innovative 
product is traded is not a proof of relationship maturity. In the case of 
Sugar-refining group and similar companies, the longstanding relative 
market stability have clouded their capability to further develop relation- 
ships and left their clients in a state of (probably) partly unmet or uncon- 
scious needs. 

The supply shock has made Sugar-refining group start concept work on 
ways to develop its competitive position in the new market conditions. 
One of these ways is to further expand by taking over sugar refineries from 
areas where the company currently does not hold a dominant position. 
Another relies on looking for innovative products based on the special 
sugars developed for the northern markets. The goal of the third one is to 
increase the share of services in its portfolio so that Sugar-refining group 
can advance to a more strategic position in the value creation process of its 
main clients. Currently the potential for improving the level of services 
already offered is being evaluated as well as new services being conceptual- 
ized. A good example of such a new service may be the improvement in 
flexibility of sugar supply, so that the order is delivered within 24 hours 
from ordering. Also important is making both their own sales representa- 
tives and the clients aware that even today the company is offering some 
add-on services which allow them to positively differentiate their offer 
against competitors (e.g. free of surcharge weekend sugar deliveries). 
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As the example of Sugar-refining group and some of the previous illus- 
trations show, despite declaring overly positive relationship values like 
responsibility and engagement, the relational model of company develop- 
ment is not more natural or probable than strategizing in the manner of 
M. Porter’s five forces model, at least when it comes to generic products. 
Moreover, if possible, these markets will rather motivate the suppliers to 
strive for achieving some state of monopoly by showing all the external 
signs of willingness for partnership, however being reduced to the mere 
desire to have a stable buyer. On the other hand, the buyers will try to 
maintain as much flexibility and freedom of decisions as possible, which is, 
in fact, likely to leave mutual relations on the transactional level. 


Illustration 8. Aquanet S.A. 


Interviewees 
l. Senior customer care specialist, employment history: more 
than 5 years. 
2. Manager of customer care department, employment history: more 
than 5 years. 


General Corporate Profile 

The company offers water and wastewater services for the Poznań area and 
for neighbouring municipalities populated by approximately 900,000 cus- 
tomers. More than 70% of the company’s shares are owned by the city of 
Poznań, the rest by other municipal authorities. The Aquanet capital 
group includes several entities that are subcontractors to parent company. 
Examples of their services include: design and construction of new water 
and wastewater network, maintenance and breakdown removal, and water 


quality surveillance. The overview of the company’s characteristics is given 
in Table 5.8. 


Main Focus of Illustration 
Formulation of relational targets under the conditions of a natural 
monopoly 


Description 

The idea of the complex implementation ofa relationship approach is rela- 
tively new to Aquanet. For decades the company has been concentrating 
mainly on technical, engineering operations. The changes in the 
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Table 5.8 Overview: Aquanet S.A. 


Number of direct 
customers 

Number of employees 
Main market served 
Main business focus 
Polish classification 
of business activities 
Dominant 
management style 


Main perceived 
success factors 
Competitive 
advantage indicators 


'Thousands and more 


Between 250 and 999 
B2C 

Services 

Other services 


Centralization of decisions in the hands of top management, 
multiple layers of management, work standardization and 
formalization, large organizational units 

Excellent corporate reputation/very strong brand 

Weak, dispersed or non-existent competition 

Steady expansion in terms of sales or market share 

Entered a new market 


(in the last two years) 


company’s environment (e.g. the coordination of activities of municipal 
companies to serve the overall policy of the city of Poznan) and the profes- 
sionalization of general corporate management has brought numerous 
initiatives, whose general aim was to increase the maturity of relationship 
management with Aquanet’s stakeholders. The situation of the company 
is, however, specific. Owing to its public service mission and municipal 
ownership, the company was in position to set the goal of elevating cus- 
tomer satisfaction, however without linking it with improved financial 
results. Aquanet cannot actively follow a sales increase objective (except 
for the extensive expansion of water and wastewater network). On the 
contrary, the company should get its clients to save water. A revenue 
increase might be achieved by cross-selling add-on services; however the 
primary goal would have to remain entirely focused on facilitating cus- 
tomer activities when connecting to the network or operating connecting 
pipes, not on generating additional income. Hence, the RM business case 
cannot be based on revenue increase. In contrast, the motivation to 
increase customer satisfaction is somewhat dimmed by their indifference. 
The majority of the company’s customers only expect that their taps pro- 
vide water, without needing closer relationships with the supplier. 
Therefore, most of Aquanet’s proactive consumer activities take a form 
bordering on public relations and corporate social responsibility. 

The aim of these activities is broadly defined as education and fun. 
Some of the events organized by Aquanet are relatively loosely linked with 
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company’s core business area. The company acts here as a sponsor sup- 
porting activities financed and organized by the city of Poznan. The exam- 
ples of such initiatives include, for example, patronage over theatre 
performances organized in the City Hall courtyard and partnering non- 
governmental organizations. Activities directly linked to water are, of 
course, present including ecological education and influencing consumer 
attitudes towards water saving and reducing water waste. 

Arguably, the highest potential for improving both customer satisfac- 
tion based on direct contacts with the company as well as its financial 
results can be linked with the activities focused on Aquanet’s employees. 
These activities can be divided into two groups: general culture formation 
and internal process optimization. The company impresses with a persis- 
tent determination in the evolutionary transformation from a ‘divide and 
rule’ corporate culture into an effective relational culture. This is con- 
firmed, inter alia, by the fact that the aforementioned CSR activities are 
implemented with reference to the sustainable development and respon- 
sible business strategy for 2017-2022, which was prepared with the active 
involvement of Aquanet’s employees. This was a logical step, which fol- 
lowed the earlier development of a system of corporate values aimed to 
govern the activities of every employee, irrespective of work history and 
position, and the Book of Customer Servicing Standards, which regulates 
the approach to external relations. 

The implementation of the new values and standards was backed by a 
training programme aimed in making employees familiar with the content 
and meaning of these changes. New training proposals, such as stress man- 
agement and team management, were also introduced. The selected 
employees got feedback on their strengths, weaknesses, and possible self- 
development during special sessions. In addition, managers participated in 
training on employee-development interviewing. Later, a Code of Ethics 
was prepared to promote cultivating the adopted corporate values among 
both employees and Aquanet’s business partners. Compliance with the 
Code of Ethics is supervised by the Ethics Committee. All these initiatives 
do not exhaust the necessity for further work. At the point when this illus- 
tration was prepared, Aquanet finds itself in the transition phase from 
transactional to relational management. 

Low employee turnover and the longstanding employment history of 
most employees (which is generally positive) suggest that the corporate 
memory stores the behaviours and attitudes embedded in earlier times. If 
these characterize the majority of employees of a particular organizational 
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unit and, above all, its boss, they may be reproduced and adopted by new- 
comers. Such a silent, not entirely intentional resistance to change may 
persist and negatively influence the corporate culture for a long time. In 
turn, any culture change remains superficial and requires ongoing external 
engagement, because the intra-departmentally projected mode of behav- 
iour will be still different than expected. 

What also challenges the company’s change management programme is 
ineffective internal organizational processes preserved by a complex IT 
infrastructure. Hence, a durable and fundamental advancement toward 
RM maturity will only be possible once all the processes are mapped (what 
has already taken place), optimized, and digitalized by new integrative IT 
tools. The company’s transformation will be completed once the proces- 
sual and technical change enables it to confer responsibility, knowledge, 
and authority to line employees. 

The processual change has also opened the door to achieving work 
effectiveness-based financial benefits. Simplification of procedures reflected 
in their reduced labour-intensity and time-consumption, as well as the 
improvement in internal communication, will not only positively influence 
internal and external customer satisfaction but will also pay off in reduced 
costs. Cutting red tape by simultaneously ensuring the transparency of the 
outputs of business processes should enable the company to fully unlock 
the potential hidden in individual employees and in whole teams. This, in 
turn, enables fully meeting the implicit customer service standards (not 
possible for detailed regulation and controlling) and evoking entrepre- 
neurial (innovative) attitudes among employees. 

To sum up, the example of Aquanet shows a particularly important pat- 
tern. The benefits linked to RM maturity can be realized even by organiza- 
tions which, due to multiple barriers in their environment, cannot directly 
benefit from relationship rent obtained with their external partners. 
However, the quality of internal relationships is not always reflected in low 
employee turnover (as an equivalent for customer loyalty), because they 
may be based by stagnation and reduced expectations. Simultaneously, 
even if the company remains in an advantageous position towards its part- 
ners (in the case of Aquanet, towards customers), a change aimed at 
improvement in their satisfaction (reflected at least in reduced time to 
generate the expected servicing outcome) may positively impact corporate 
effectiveness. In the end, the foundations for cost reduction-based com- 
petitive advantage are laid, and simultaneously the ability to react to new 
external stimuli is improved. Such a resilience mechanism may be 
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activated, for example, in the case of market deregulation or new market 
entry (the relationship capital stabilizes customer outflow) or when new 
market opportunities emerge (the ability to react quickly thanks to 
resource potentiation). Another type of argument for developing a rela- 
tionship approach to business may also be the golden rule prevalent in 
almost all the world’s religions and cultures: “treat others as you would 
like to be treated” (Reichheld and Markey 2011, p. 13). Creating a better 
company does not cost more than a worse one. Simultaneously, a better 
company positively impacts the environment and the lives of many people 
and makes the world a better place to live. 


NOTES 


1. NPS is calculated by subtracting the percentage of Detractors (customers 
who answered the question ‘How likely is it that you would recommend 
[brand] to a friend or colleague?’ by giving scores 0—6) from the percentage 
of Promoters (customers who answered the same question by giving scores 
9-10). Customers who answered the same question by giving 7-8 scores are 
treated as Passives and their scores are not calculated. NPS can range from 
-100 (if every customer is a detractor) to a +100 (if every customer is a 
promoter). 

2. The label *transaction-oriented company’ is given to separate the rest of the 
companies from the RM-mature ones in the upcoming models of market 
competition. As already indicated in Chap. 2, these companies do not have 
to represent a homogenous group and they may even define themselves as 
RM-oriented. However, given the totality of the RM-maturity model, by all 
possible diversity of actions and approaches, they have one thing in com- 
mon: they do not generate a relational rent. 
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FINAL NOTE 


The narrative in this book focuses on RM maturity and RM mid-range 
theory. RM maturity conceptualized as the preliminary theoretical model 
draws on 13 RM-related themes recurring in the prominent literature of 
the last 10 years and earlier. The detailed review of 129 papers demon- 
strated, inter alia, that the traditionally significant sociological references 
of RM theory are now being supplemented by insights from services mar- 
keting, especially from SDL. The core notions of the latter are resource 
integration and the exchange of services (Lusch and Vargo 2014). In this 
context, relationships act as a conveyor system, which helps to enhance the 
value that is (co-)created in these intertwined processes. 

The empirical examination of the preliminary RM maturity model 
exposed the strategic importance of internal relationships. The highest 
quality of these relationships seems to be the hallmark of an RM-mature 
firm, along with mastery in managing some distinct customer relationship 
processes. The co-occurrence of sound internal and external relationships 
positions an RM-mature firm as a valuable partner capable of co-creating 
and sharing the added value with all its beneficiaries. The intangibility of 
this knowledge-based co-creative dialogue perfectly fits into the RBV defi- 
nitions of VRIO resources and dynamic capabilities. In turn, the empiri- 
cally verified leverage of these resources and capabilities into sustainable 
competitive advantage is in line with R-A theory. By bringing these theo- 
retical and empirical insights together, the first goal of this book — to 
conceptualize and to test the notion of RM maturity and to verify whether 
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RM-mature firms possess the ability to achieve sustainable competitive 
advantage over their transaction-oriented rivals — is accomplished. 

In addition, the empirical research demonstrated the ascending ten- 
dency in proficiency of RM (especially in its strategic and processual 
dimensions) corresponding with rising levels of competitive advantage 
(especially its most sustainable elements). Moreover, the association rules/ 
basket analysis of RM activities and approaches across four cohorts of firms 
shows that moderate proficiency in RM yields no significant advantages 
and that the relationship between what a company does in terms of RM 
and achieving a sustainable competitive advantage is nonlinear. These 
results reinforce the concept of RM maturity and directly confirm the twin 
theoretic-methodological and empirical hypotheses Hltm and Hle. 

Chapter 2 and even more so Chap. 5 discussed the foundations of RM 
mid-range theory. First, the ontological discourse illuminated the idea of 
the RM mid-range theory of higher order and the complete system of RM 
mid-range theories of particular market types underpinned by the R-A 
theory of competitive advantage. In the course of further elaboration, the 
adopted epistemological positioning (Bednarek 2006) of the RM upper 
mid-range theory resembled that of a contingency theory type (Pinder 
and Moore 1980). However, its general applicability was achieved not by 
directly introducing moderator variables into the analysis and thus reduc- 
ing the total domain of the study, but primarily by focusing on the corpo- 
rate reality immersed in human relationship universals reflected in the final 
RM maturity proposal. Thus, the whole ubiquitous nucleus of the con- 
stantly reproduced relational phenomenon was extracted and analysed. 
The later discussion on the external factors having an impact on the emer- 
gence and the size of a relational niche marks the potential of the complete 
system of RM mid-range theories to deliver normative guidelines reflect- 
ing the specificity of markets and industries. By introducing the proposal 
of the RM upper mid-range theory and by outlining a solid framework for 
full-scale studies on RM at the middle theoretical level, the second goal of 
this book was accomplished. 

Put in a nutshell, RM maturity requires raising the HRM process to the 
top of management's agenda. It starts with fair and inspiring behaviour of 
the leaders, whose signature is empowering communication. This encour- 
ages employees to act attentively and in an engaged way towards their 
fellow employees, their management, customers and other stakeholders. 
The end result is a high-performing organization, whose competitive 
advantage is dynamically stabilized by the idiosyncrasy of its relationship 
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capital. The RM upper mid-range theory requires a company to achieve 
the state of RM maturity as a sine qua non condition of achieving relation- 
ally based sustainable competitive advantage. This superiority is monetized 
thanks to the differentiating potential of the RM-mature company, which 
is highly appealing to a limited but abundant niche of customers. The 
relational niche preserves the position of the company, but simultaneously 
puts a cap on its expansion. It may well coexist within the larger industry- 
based market, where dominant corporate strategies are volume-oriented 
and dominant customer preferences are price-oriented. The size of a rela- 
tional niche reflects the dialogical knowledge-based co-creative RM capa- 
bilities of the company, but also the relative ease in directly accessing 
customers, the typical transaction value, the potential for creating emo- 
tional benefits, and the objective offer characteristics enabling flexible 
individualization based on intangible service elements. 

The research on RM maturity and on the RM mid-range theory should 
be continued. A significant amount of work should be put into RM mid- 
range theories of particular market types. Certainly, also the limitations of 
the research on the RM upper mid-range theory presented in this book 
imply the necessity for further empirical studies to reaffirm or refute its 
potential for generalizability on a larger sample of high-achieving compa- 
nies in international markets. The global COVID-19 crisis has opened up 
a golden opportunity to put the sustainability of competitive advantage of 
mature RM companies, in particular, to the test. If these companies suf- 
fered less and recovered faster than their transaction-oriented counter- 
parts, RM maturity and RM mid-range theory would gain much credence. 
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